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The dominating forces: 


A NEW ADMINISTRATION in Washington ¢@. 12. 
The RECESSION and a subsequent UPTURN «.1». 


The foreseeable developments: 


A more cheerful STOCK MARKET. The bulls take 
over again fairly soon w.77. 

A squeeze on CORPORATE BORROWING. Lenders stay 
in the saddle (p. 30) 3 

Tough LABOR BARGAINING. Unions fight to recapture 


the initiative, particularly in autos (. 73). 
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SEARING HEAT, FRIGID COLD TORTURE MISSILE BEARINGS 


When a rocket fires, operating conditions are extreme. Some 
fuels send bearing temperatures plunging hundreds of degrees 
below zero while engine heat roasts bearings at a near- 
thousand degrees. Elsewhere, incredibly precise systems move 
surely on bearings with millionths-of-an-inch tolerances. In these 


critical applications, you'll find Bower Roller Bearings! 


The heavy trucks and massive launching equipment 
Bower Roller Bearings, too. In fact, Bower is a ma 


( supp 
bearings for missiles and aircraft, and for nea every ¢ 
industry. As examples, automotive, machine toc d farm 
ment. You'll find bearings for most every field in Bower's 


liné of tapered, cylindrical and journa 


roller bear! 
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ROLLER 


PRECISION of Bower roller bearings helps maintain 
perfect color register in high-speed printing 





BEARINGS 


STAMINA, MAINTENANCE-FREE 
roller bearings keep heavy-duty agricultural equipmenton the job 


tapered DIVISION 
SUL §FEDERAL-MOGUL-BOWER 


BEARINGS, IN 








PERFORMANCE of Bower ADVANCED BEARING 


indrical and journal roller bearing 
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BUSINESS WEEK INDEX (chart)... . . 3) 1333) 159.0 0144.3 144.8r 145.4" 


PRODUCTION 


ee i ees eeu Shades ser eh ent ensees eae 2,032 2,641 1,367 1,387 Fr 1,335 
i 8 eee ie woblsdekabesbaedespeces 125,553 152,449 149,753 135,328r 131,289 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $60,829 $77,170 $75,886 $68,517 
Electric power (millions of kilowatt-hours). ............eceeeceeccecnces 10,819 14,150 14,042 14,604 15,021 
Crude oil and condensate (daily av., thous. of bbis.)...............020000- 6,536 7,137 6,968 7,152 7,132 
DE Ce ee re 1,455 1,556 1,331 1,221 ¢ 1,259 
i ae ellis cb vebebe ddeddebeseséeceeese 247,488 317,809 309,245 316,846 300,066 
TRADE 
Carloadings: miscellaneous and I.c.1. (daily av., thous. of cars).............- 70 62 57 53 52 
Carloadings: all others (daily av., thous. of cars)............. cece ee ceeese 47 45 41 34 35 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 298 163 231 296 
Business failures (Dun & Bradstreet, number)...........eeeeeeeeeeeeeres 198 285 329 360 351 
PRICES 
industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 93.5 88.0 87.4 85.8 
Foodstuffs, daily index (BLS, 1947-49 = 100).............. ccc cece wee ees 90.5 70.3 75.8 75.8 75.3 
i Me ee cap wascudcebeesvecccoes 19.8¢ 23.0¢ 18.0¢ 17.9¢ 17.6¢ 
Finished steel, index (BLS, 1947-49 = 100)............. ccc eceeeceeeeee 143.9 186.8 186.2 186.2 186.2 
ee iO OO, ta cinlvcncccsccccseseccoueves $36.10 $41.17 $28.33 $28.50 $28.50 
Copper (electrolytic, delivered price, E&MJ, Ib.)... 2.0... ee eee ewe ee eee ees 32.394¢  34.200¢  30.000¢  30.000¢ 30.000¢ 
Aluminum, primary pig (U.S. del., E&MJ, Ib.)... 2... eee eee eee 20.6¢ 25.4¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zine (U. S. del., E&MJ, Ib.)........... t 23.93¢ 23.01¢ 23.02¢ 23.01¢ 
Wheat (No. 2, hard and dark hard winter, Konsas City, bu.)............... $2.34 $2.14 $2.00 $2.03 $2.03 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)............ 34.57¢ 31.79¢ 30.19¢ 30.16¢ 30.13¢ 
rn San ot tus Uno Ga Ve ree akveeeae ces ebeoevedencee $1.96 $1.86 $1.68 $1.65 $1.65 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)................ 31.64 59.07 55.76 56.67 57.13 
Medium grade corporate bond yield (Baa issue, Moody’s)................65 3.59% 5.29% 5.07 B.175 5.10% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2 % 4% % 3% % 3% % V4 % 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks...................+- 63,446 58,561 59,977 62,438 
Total loans and investments, reporting member banks................... +1 105,330 107,295 107,384 108,524 
Commercial, industrial, and agricultural loans, reporting member banks.... tt 31,342 32,919 32,617 32,849 
U.S. Gov't guaranteed obligations held, reporting member banks.......... t 27,783 29,102 29,407 29,685 
Total federal reserve credit outstanding...................-.ccceeeuss 26,424 29,365 29,658 28,594 28,778 
eS Le hs das picweew een ebb cade scons 21,879 19,477 18,004 18,172 17,964 
MONTHLY FIGURES OF THE WEEK meee Yor Menthe 
Personal income (seasonally adjusted, in billions)................ November.......... $296.1 $388.7 $409.5 $409.5 
Farm income (seasonally adjusted, in billions).................. November.......... $16.0 $15.2 $16.5 $16.5 
1 BT ee elewninecceenswod November.......... $158.1 $217.1 $233.2 $235.2 
Wholesale prices (U.S. Dept. of Labor BLS, 1947-49=100)......... November.......... 110.4 118.9 119.6 119.6 
* Preliminary, week ended December 17, 1960. r Revised. 
tt Not available. Series revised. 8 Date for ‘Latest Week n each ser n 
THE PICTURES—-15—(top) WW, (bottom, left to right) WW, WW, UPI, WW; 17—Herb Kratov 22 erb Krat 
39 A 6-57—-Pat Murphy; 59—Herb Kratovil; 63-—-Ed Malsberg, 68—(top to bottom) UPI, WW 
7 UF 3 Bud Blake; 88—Ed Malsberg 
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DECIDE 






“Do | keep money tied up in trucks... 
or put it to work making more money ?” 


Ryder immediately pays you cash for your trucks and equipment when 
you lease—provides you with the latest Ford or other dependable trucks. 
You’ll have money for inventory, expansion or reserve. Just as impor- 
tant, you free valuable executive time for planning and managing the 
business you know best: Your own! A Ryder Truck Lease offers you 


something else: 


RYDER’S EXCLUSIVE PACKAGE OF LEASING EXTRAS: 


e Get the exact trucks for the job 
Your Ryderman expertly designs 
your fleet to meet your specific 
transportation needs. 


e Enjoy uniform quality of service 
Largest number of wholly-owned 


service locations in the business 
guarantees the most experienced, 


uniform truck service everywhere. 


» Get more out of your trucks 
Ryder’s continual preventive main- 
tenance keeps your trucks at top 
performance levels. 

» Complete leasing package 
Ryder also leases cars, materials 
handling equipment, even business 
equipment. Lets you project one 
accurate, easy-to-budget cost. 





Decide now to see your nearby Ryderman, or 
write for our booklet ‘Design for Profit” to: 


RYDER TRUCK RENTAL inc. 


P.O. Box 33-816 
Dept. W2 
Miami, Florida 


DIVISION OF RYDER SYSTEM 


Ryder System aiso operates truck lines 
in 10 states and tank lines in 26 states. 
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makes copies 


2-8 on ordinary 
paper 













Copies everything—never misses a 
color! A letter, invoice, statement n- 
tract—anythineg written, typed 








The new XeroX 914 Office Copier do 


a require expensive sensitized pap 


There are no exposure adjustments to 
make with the XeroX 914 Office Copier 
and, therefore, no waste of materials 

the biggest cost item in conventional 
office copying). Each copy, every copy 
of the original is a perfect copy. The 



















ntermediate film negative, or liqu 




























stamped or drawn can be copied on th 
new XeroX 914 ever pa 


thick bound book. Copies all 


chemicals. It copies directly onto star 


ard office paper pla n or colors 












ir own letterhead. or card stock. | 
even reds and blues, with sharp black 

last copy is as good as the first. : : . P , 

on-white fidelity 



























About 1¢ per copy for supplies. If you 


now spend $50 or more per month for 


For complete information 


remarkably fast 





















Easiest of all office copiers to operate 








for » ' » Sin opying ite RO 

‘re multiple copies or just one. § imply copying supplies, you can’t afford to be copying, write Ha X x 
rin ume » down o ‘ " () sloid Street 4 

place original document face down or without the new XeroX 914 Copier 1X a Hal R 

the scanning glass, select the number of : York. Offices in princip U.S 


Supplies cost about 1¢ per copy; the 
Canadian « 


Ovrees: HI ALOID 


Rank-Xerox 


Ltd., London & Ee R oO x 


NEW XEROX: 914 


OFFICE COPIER 


> nd “De, : 
copies you want and push Print achine is available without ¢ apital ir 





button. Anyone can make perfect copies 
every time on the XeroX 914 Copier 


vestment on a unique pay-as-you-use 


plan starting at $95 a month. 
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READERS REPORT 





Covering Up 


Dear Sir: 

Commentators on your New 
Standards for Consumption [BW— 
Dec.10°60,p5] . . . are coming up 
with skin plasters while overlook- 
ing the basic cancer of high costs 
of labor and inflation. Consumer 
reaction to these factors is now 
being covered up in a new rationale 
of the so-called mature consumer— 
a shift from the now proven spe- 
cious mature economy dogma... . 

FRANK HELMICH 
PHOENIX, ARIZ. 


No Air Force? 


Dear Sir: 

I... want to be among the very 
first to call to your attention what 
looks to me like an error on the 
part of your “organization chart 
designer” [BW—Dec.10°60,p28]}. 

you print a chart of the 
Symington proposal for reorgani- 
zation of our armed forces. At the 
bottom of this chart you show three 
spaces, presumably for each of the 
three branches: Army, Navy, and 
Air Force. Yet the labeling of these 
three spaces calls for: Chief of Staff 
Army, Chief Naval Oprs., Chief of 
Naval Operations. 

What became of the Air Force? 
Absorbed by the Navy under the 
Symington plan?.. . 

A. FRANK SCHWARZ 
GRAND RAPIDS BRASS CO 
GRAND RAPIDS, MICH. 


e Yes, there’s still an Air Force. 


First Drug Company 


Dear Sir: 

. . . You state [BW—Dec.10 
°60,p 146] that “Parke, Davis claims 
to be the oldest drug manufacturer, 
tracing its pedigree back to 1866.” 
If you check the record you will 
find that 38 years before .. . in 
1828 to be exact, Wm. S. Merrell 
began in a modest way the manu- 
facture of medicines. .. . 

WILLIAM P. SMITHING 
THE WM. S. MERRELL CO. 
SHAKER HEIGHTS, OHIO 


Dear Sir: 

People forget birthdays after age 
39 but corporations are proud of 
long life. Wm. Stanley Merrell 
started drug business in Cincinnati 
in 1828, thirty-eight years before 
Parke, Davis started. 

JOHN B. CHEWNING 
THE WM. S. MERRELL CO. 
CINCINNATI, OHIO 
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HOW QRS HELPS... 


4 PACKAGE BEAUTY —For a mer- 
chandising plus in its new line of 
children’s cosmetics, Avon turned 
to Hi-Fax,® Hercules high-density 
polyethylene. Hi-fax pioneered 
the break-through for plastic de- 
tergent bottles and is now finding 
increasing use in household chem- 
ical, drug and cosmetic packaging. 
The first material approved by 
both producers and users of plastic 
containers, Hi-fax continues to 


lead the way. 


CHEWING GUM—This enor- 


mous mass is undoubtedly the 
largest wad you will ever see. 
Here it is being given added 
“chewability” through the use of 
a masticatory substance such as 
Staybelite Ester® 5, which is ex- 
empt from the Food Additive 
Amendment for chewing gum use. 
Other Hercules ingredients that 
are useful in this $187,000.000 in- 
dustry as masticatory substances 
are Ester Gum 8D, Poly-pale* 
Ester 10, and Hercolyn® D. 





SOLVE INTRICATE PROBLEMS > 


- Tiny propellant charges for 
Giannini “Pyrogyro” provided a 
practical solution to the problem 
of smaller, lighter, more effective 
and less expensive gyroscopes for 
missile applications. Gases gener- 
ated by the precision propellant 
charge bring the gyro rotor up to 
speeds greater than 36.000 revo- 


lutions per minute within 0.1 





second after ignition. 


HERCULES POWDER COMPANY 
Hercules Tower, 910 Market Street, Wilmington 99, Delaware 


HERCULES 





CHEMICAL MATERIALS FOR INDUSTRY 











BUSINESS OUTLOOK 





BUSINESS WEEK 
DEC. 24, 1960 


A BUSINESS WEEK 


SERVICE 


Metalworking—a vital if volatile sector of the U. S. economy—will be 
watched with exceptional interest early in the new year. 


The inventory policy of factories making things of metals has been 
at the root of 1960’s slow deterioration in business (page 11); by the same 
token, metalworking should lead a turnaround in activity. 


Inventory adjustment is a massive and sluggish process at best. 


Stocks don’t just begin to run off at the touch of a button; there always 
is an intermediate phase of “involuntary accumulation.” 


Metalworking concerns pushed the button early this year. 


The first step was a sharp cut in orders for materials and parts. But 
materials already ordered kept coming in. Work-in-process continued 
through plants. And finished goods piled up in some cases. 


That’s why results were slow in showing—in May or even later. 


Reduction of inventories (despite some hangovers at retail) by now 
would seem to have gone pretty far. Many observers argue that more 
materials must be bought to maintain present operating levels. 


And that’s the basic reason for watching metalworking trends. 


Actual figures on inventories are slow coming in and tedious to com- 
pile. No later figures than those for October are yet available. 


But a very good clue to later inventory developments is at hand. 


Bank loans to metalworking companies—the money that makes the 
carrying of inventories possible—skyrocketed in the first half of 1960. 
(That was the “automatic accumulation” phase.) But they have declined 
almost as steeply through the second half. 


These bank borrowings of metal producers and metalworking compa- 
nies declined by only about a quarter of a billion dollars even during the 
steel strike last year. This year, they've dropped three times that. 


And this pay-down of nearly three-quarters of a billion dollars repre- 
sents a lot of inventory processed, sold, and collected for. 


Now the question is: When will some of it have to be replaced? 
— 


Bank loans to business generally (which covers commercial as well as 
industrial borrowings) normally rise sharply in the second half of a good 
year—or even a fair-to-middling year. 

And, had it not been for the repayments in metalworking lines, some 
increase would have been recorded even this year. As things stand, though, 
there has been a net decline of over $100-million since the end of June; 
in the same period a year ago, these loans rose more than $14,-billion in 
spite of the strikes in steel and other basic metals. 


Hopefulness seems to be spreading among metals producers (although, 
as yet, it falls a long way short of enthusiasm). 


First, steelmakers around Chicago perked up; then the feeling spread 
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to other centers in varying degrees; and now there are signs that producers 
in the nonferrous field feel a little life in their markets 


Additional markups in prices of steelmaking scrap this week—though 
hardly broad enough to be called a general move—encouraged followers of 
this sometimes barometer of steel operations. 


And another half-cent cut in zine prices, believe it or not, had producers 
feeling better. Customers expected a full-cent cut and weren't satisfied till 
it came. So producers dropped the other shoe. 


Meanwhile, brass mills began talking of signs of improvement. 


Spokesmen for two of the big aluminum producers added their words 
of cautious optimism this week, too. 


In essence, they think next year may be as good or better than this 
(and 1960 has been kinder by far to aluminum than to other metals) 


Production of primary aluminum (aided by exports) apparently will 
equal if not exceed 1959’s record of 1,953,000 tons. 


The final figures for rolled products, however, won’t be so good as 
those for virgin metal; shipments of sheet and plate apparently will be 
some 10% lower than in 1959 while foil is off less sharply. 


Whether demand for metals picks up—and whether metalworking 
industries’ operations stabilize somewhere near current levels—will depend 
on numerous factors that are by no means clear: 


Will consumer income and demand hold up? Will homebuilding 
improve with a consequent revival in demand for major appliances? Will 
1961 be a relatively good year for autos? Will corporate profit margins 
encourage a turn for the better in plant modernization spending? 


Personal income had been growing all year but at a decreasing month- 
to-month rate, and November showed no gain at all over October. 


Nevertheless, retail sales last month were substantially better than the 
year before. Thus October and November results have taken the curse 
off a slow third quarter; and Christmas results may still make 1960's final 
quarter the biggest three months on record. 


Easier money should bring at least some rise in homebuilding, but 
there’s no unanimity about the outlook for autos. 


The Dept. of Commerce this week suggested that U.S. output of new 
cars in 1961 might decline to 5.8-million, about 700,000 less than will be 
turned out during 1960. And a bigger percentage will be compacts 


Widely voiced pessimism about business profits hardly is being accepted 
by the stock market. Its relative stability in the face of year-end tax selling, 
in fact, seems to indicate a hope that the worst is past. 


And that may be as good an omen as any on 1961 capital spending 
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the tailor who 
never cuts cloth... 








Not too many years ago a car would run on most any kind of gasoline. But now 
engines require fuels that are virtually tailor-made. 

Tailoring fuels for high-performance engines calls for no cloth cutting ... but 
plenty of research. Today’s vastly superior fuels provide more dependable, 
trouble-free performance than those of yesteryear. Why? Because research scientists, 
like those at UOP, have developed methods to sort, separate and convert 
petroleum molecules into an imposing array of fuel components 


... blended to meet 
every engine requirement. The result 


. tailored fuels, beyond any doubt! 
And as the needs of the petroleum and chemical industries expand and grow 
more exacting, UOP research will further contribute to their progress. 


UNIVERSAL OIL PRODUCTS COMPANY wes Pcaines, icx., u.s.a. 
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Cars, Chemical Plants and Planes 











After seven hours of boiling, 
melting and mixing alloys, 
the electric furnace is tappe 
With a shower of sparks 
molten stainless steel shoots 
into the waiting ladle— 
a fireworks display with a { ITpose 
This 70 tons of Allegheny Stainless 
goes into the production of pans, 
cars, chemical plants, I lanes 
and the hundreds of other things 
that make up your modern living. 
Quality products and Allegheny 
Stainless go hand in hand 
Allegheny Ludlum Stainless Steel 
brings the toughness, the strength. 


tne rood looks that wont rust 


Or wear Out to appliances € 
kitchens and other things in your 
And in industry, Allegheny Stainless 
hents corrosion, high pressures 
cemperat res t& rive lor ve! 
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steels—the nation’s largest 
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Allegheny Ludlum Steel ¢ orporation, 
Oliver Building, Pittsburgh 22, Pa. 
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WHEN DIP ENDS, 1961 WILL BE 


Climbing Again—on Rockier Paths 


@ There’s no mistaking any longer that 1961 will get 
under way in the midst of a recession. 


@ But the makings of recovery are also visible—in 


high personal income, a sure rise in government spending. 


@ For areal climb, though, business and government 


both know they must face up to some basic changes in forces 


that operate as a drag on growth. 


The U.S. clearly goes into 196] in 
the middle of a recession. 

All through 1960 a debate was waged 
over the question whether the U.S. 
economy was or was not in a recession. 
In retrospect, that now seems like one 
of the least puzzling mysteries of the 
modern world. Indeed, once the Presi- 
dential election was out of the way, there 
was quick unanimity among the econ- 
omists that the U.S. not only was in 
a recession, but had been for several 
months. 

The National Bureau of Economic 
Research made it as official as such 
events ever get by announcing that it 
was tentatively pegging last May as 
the turning point. That was only two 
years after the economy began to climb 
up from the sharp but brief contrac- 
tion of late 1957 and early 1958. 

Some economists—citing such evi- 
dence as the BUSINESS WEEK index, 
which was at its peak last February 
(page 2)—would say that the downturn 
came even earlier, hardly more than a 
year and a half after recovery began if 


April of 1958. These economists would. 


insist that the recovery had aborted. 
¢ Current Reading—Where that puts 
the U.S. economy today is only too 
clear. Unemployment has already gone 
above the 4-million mark and appears 
certain to top 5-million in January; it 
may well get up to 6-million before the 
winter is over. Business is struggling 
to reduce = inventories—automobile 
stocks of over 1-million are overhanging 
the car market. 

Companies have considerable excess 
capacity, and profits are being squeezed; 
reductions in capital spending on new 
plant and equipment have already be- 


gun. Consumers are clitching their 
money harder, and it’s not just the 
eagles that are screaming. The business 
world has learned a new term, “balance 
of payments,” and is painfully adjusting 
to a world in which boosts in prices 
may damage sales more than they 
help profit margins. 

Yet there has been no rapid dete- 
rioration—either in business or in con- 
fidence. The broadest measure of eco- 
nomic activity, gross national product, 
has declined by less than 1%. 

Consumers have increased their 
savings and are shopping hard for 
bargains, it’s true—but their incomes 
have held up well: Personal income 
has climbed every single month until 


THE f OF ' 


October, then stabilized at a new high 
of $4094-billion (chart, page 12). That 
was about $14-billion higher than the 
annual rate at which personal income 
was running last January. 


. Makings of Recovery 


This remarkable stability and strength 
of personal income, in a period of re- 
duced production and mounting unem- 
ployment, is the rock that will halt the 
downward slide and form the founda- 
tion for recovery. 

At present rates of consumption, or 


even at somewhat lower rates, inventory 
liquidation should taper off during the 
spring of 1961. As companies stop cut- 
ting and begin to place extra orders just 
to maintain stocks, production will rise. 
This rise in itself—-even without the aid 
of other factors—will generate more jobs 
and more income, and that will lift the 
economy by the second half of 1961. 
¢ Federal Support—Supporting this re- 
covery—as it has been helping to support 
income during the period of slipping 
production—will be the rise in govern- 
ment spending (chart, page 12). One 
sure bet for 1961 is that the new Ken- 
nedy Administration wili boost total 
federal spending. 

In advance of the legislative session, 
it’s hard to predict just how much fed- 
eral spending will rise. At the least, the 
increase would look to be $3-billion. At 
the most, it might be a couple of billion 
dollars more than that. At the same 
time, state and local government spend- 
ing will climb by $3-billion to $4-bil- 
lion. 
¢ Tax Aid?—There’s some possibility, 
also, that the new Kennedy Adminis- 
tration might try to boost national 
spending in another way—by reducing 
taxes. The President-elect’s advisers be- 
lieve that the best way to stimulate a 
weak economy in a hurry is through a 
tax cut; so, if the recession and unem- 
ployment appeared serious enough, it 
seems probable that Kennedy would go 
for a temporary tax cut. 

For the longer haul, neither Kennedy 
nor his advisers appear to have ruled 
out tax reduction. Thus far, Kennedy 
and his people have talked mainly in 
terms of tax reform—emphasizing the 
need for liberalized depreciation allow- 
ances and, simultaneously, for closing 
tax loopholes. 

But Kennedy’s economists have be- 
gun to give voice to their concern that 
the U.S. economy may be suffering from 
a chronic deficiency of demand for the 
products we have the capacity to pro- 
duce. The best remedy for that would 
be not only tax reform but tax reduc- 
tion. 
¢ Caution—Kennedy has leaned for 
his economic advice on moderate 
middle-of-the-road_ counselors; and he 
has sought the confidence of the busi- 
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ness community. The promise of an 
improved tax system and a lightene: 
tax load for business could well be on 
of his major weapons in an anti-reces 
sion program. 

During the campaign Kennedy sought 
to avoid being tagged as a doom-and 
gloomer; he did not open fire on th« 
recession issue—in the words of one of 
his kev advisers, Prof. Paul Samuels 
of Massachusetts Institute of Tech 
nology—‘‘until he saw the whites of its 
eves.” 

Kennedy's advisers are still telling 
him that there is no sign yet of a majo 
bust ahead. Thev want him to act 
against the recession—but not imm«¢ 
diately until thev see how bad it’s likel 
to be, and whcther the economy won't 
get turned around and started back up 
hill without extraordinary spending—or 
even a temporary tax cut. One of Ken 
nedy’s trusted Senate colleagues, Sen 
Paul H. Douglas (D-I]].), thinks that 
Kennedy should hold off drastic action 
at least until the spring. 
¢ Agreement—Their advice to Kennedy 
is paralleled by the kind of advice stock 
market investors appear to be getting 
and taking. In the face of much disturb 
ing news. the market has remained gen- 
erally firm; the Wall Street line 
“This recession has already been dis 
counted.” 

The professional economists, too, al- 
most all agree on a similar view: that th« 
outlook is for some further slump in th 
first half of 1961, and recovery in the 
second half—though at a slow rate 

To some, such unanimity of views is 
disturbing. “Surely,”’ say the skeptics 
some of whom unhappily recall the 
near-unanimity about the “soaring six 
ties” at the start of this vear, ‘‘everv- 
body can’t be right.” Yet, in a sense, 
this worrv is also part of this vear’s 
“standard forecast.”” For virtually every- 
one has—along with his fundamentally 
confident outlook—some doubts that th 
second-half recoverv will actually be 
realized, and evervbodv is conscious that 
some underlving factors are dragging the 
growth of the U.S. economy. 


ll. New Foundations 


In fact, the widespread recognition 
that these basic forces are at work might 


count as a hopeful sign in its own right 


For it means that business is shaking 


off the feelings of helplessness and b¢ 
wilderment that beset it when its fir 
calculations for 1960 proved wrong, 
and is emerging into a better under 
standing of just what is going on 

It is clear now that 1960's disappoint 
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.--And Some Things to Worry About 







Capital Spending 
is dropping 


ing performance was not just an inex- 
plicable mishap. It resulted from some 
very basic changes that had occurred in 
the U.S. economy itself and in the re- 
lation of the U.S. economy to the rest 
of the world. 

Business and government alike face 
the problem of dealing with these 
changes or adapting to them in the 
months or years ahead. And the first 
step toward dealing with them is to 
identify them. 

e Major Shifts—At the start of 1961, 
these factors show up as the major 
difficulties: 

Industry has discovered that it can 
get by on much smaller inventories. In 
part, this results from new technology, 7% ! 
especially the use of computers and in- : Deland: af Commerce 1960 
ventory programing. In part, it comes 
from more ample supplies and capacity, 
with users forcing inventory accumula- 
tion back on suppliers, who do not have 
to carry as much in the aggregate as the 
sum of inventories individual users 
would carry. The inventory tightening 
also. results from expensive credit, 
squeezed profit margins, lack of infla- 
tionary expectations—indeed, in some 
areas, expectation of lower prices. 

Population is growing at a rate of 
about 1.7% per year. This once 
sounded like great news. But econo- 
mists—and businessmen—have begun to 
realize that U.S. population is growing 
fastest at the bottom and top of the 
age distribution. This puts heavier 
demands on wage and salary earners in 
the middle, squeezes income available 
for purchases of durable goods. Further, Caen Do 4 
because of short baby crops of the De- 1959 
pression years, the household formation Data: Dept, of Labor 
rate is lower—and this hurts the demand 
for housing (BW—Dec.17'60,p127). 

More babies, more old people in- 
crease the demand for services such as 
education, nursing homes, medical care, 
baby sitters, and the like. These are 
low-productivity sectors, in which ris- 
ing demand has less of the booster 
effect that comes when rising demand 
for goods multiplies demands for other 
goods and services; it also creates less 
demand for capital investment. When 
the demand for autos increases, for 
example, a flock of industries—steel, 
glass, rubber, oil, and so on—feel the 
spur; and more plants may also be 
needed. When the demand for doctors 
increases, the side effects on other in- 
dustries may be slight. 

It’s beginning to appear that many of 
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the new inventions and innovations re- il IV 
sulting from rapid scientific and tech- oA 

nological progress are not only labor- ie Med 
saving but also capital-saving. Econo- eS 
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The Changing U.S. Business Cycle 


The cycle has been 
getting shorter 





Long-Run 
Averages 1948-53 1953-57 1957-60 
ey a 11 13 9 


Months of contraction . . 
Months of expansion 
Total (peak to peak) . . 


Average unemployment 
during cycle (as 
percent of labor 
force) 


Jobs increase slower 


30(') 
canes SPC") 56 
Unemployment runs higher 


ee ky ae 


45 35 25 
48 34 





42% 45% 5.8% 





Average annual increase in 
nonagricultural 
employment . . 


Economic growth comes 
harder 


OCTET we id 


2.5% 1.2% 0.5% 





Average annual increase 


inrealGNP........ 2 2 2.9% (3) 


5.2% 2.3% 2.7% 


(') Average of 26 expansions and contractions since 1854 


(*) Average for period 1929-59 
(°) Average for period 1909-59 


Dota: National Bureav of Economic Research 

mist William F. Butler, a vice-presi- 
dent of the Chase Manhattan Bank, 
observes that since the 1920s the 


amount of capital required to produce 
a given amount of output has dropped 
markedh 

In the 1920s, the ratio between capi- 
tal and output averaged more than 2 to 
1—that is, it took at least $2 of new 
capital investment to produce $1 worth 
of additional annual output. In_ re- 
cent vears, the ratio has been averaging 
about 1.6 to 1. This would implv that, 
to get a given increase in output, vou 
just don’t have to spend so much on 
extra plant and equipment 

If demand were strong, this would, of 
course, make possible bigger surges in 
output, But demand has been flagging, 
after its rapid growth in the earlie: 
postwar vears. As the debt created in 
World War IT worked its way through 
the banking system, there was a swift 
increase in the money supply. This had 
an enormous effect in stimulating an 
increase in capital values—and was a 
mighty force behind the big bull mar- 
ket in Wall Street. At the same time, 
it also helped breed a measure of in- 
flation in the economy at large 

Lately, the money supply has been 
growing very slowly, and further in- 
creases in velocity (resulting from more 
efficient ways of economizing on mone\ 
by business) are coming much harder. 
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Commerce Dept.; Labor Dept.; J. Pechman, Brookings Institution 


The structure of interest rates has been 
forced up; and this has helped to reduce 
long-term investment and has caused 
troubles for housing. 

But inflationary solutions to the 
problem—by simply pouring money into 
the system and depressing interest rates 
-are ruled out by more intensive world 
competition, the widespread check to 
inflation. 

Some economists think that the bal- 
ance of payments deficit is slowing U. S. 
growth. Consulting economist E. M. 
Bernstein, former director of research 
and statistics for the International 
Monetarv Fund, in a study released this 
week, points out that, since 1958, the 
U.S. government has been spending 
over $8-billion per vear Part 
of this has been returned to the U.S 
in the form of exports, but the actual 
receipts have fallen far short of $8-bil 
lion 

To the extent that these receipts have 
fallen short of the government’s over- 
payments, Bernstein argues, the 
government's cash payments to the do 
mestic economy have fallen short of its 
tax receipts. And, in Bernstein’s view, 
this has acted to contract the U.S. 
economy in the same way that a cash 
surplus of the same size in the govern 
ment budget would 

Finally, it appears that the tax sys- 
tem may be a drag. During the period 
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when domestic and w 
U.S. goods I 
system was inadequate to restrain infla- 
tion. Now it mav be to 
economy that can’t make it all the 
back from a recession 

On the wav back up, the tax 


was 


begins to exceed government spendin 
at an income level too far short of full 
employment. And with the govern 
taking more mone\ f the in 
stream than it puts in, a brake is appl 
too soon to the rise in demand, and tl 
recovery quickly aborts (BW —) 
’60,p34). 

[his is the problem the U.S 
too slow growth, an hortening 
periods between r mn 
e Changing Cycles—As the tabl ’ 
this page shows, the business cvcles 
have been getting shorter sin the 
wal Unemployment veTaging 
higher over the wh length of a « 
(earlier this vear AFL-CIO economists , 
observed, in somewhat bitter language, 
that the new norm for unemployment 
seemed to be about 5 of the labor 
force; but it now begins to look closer 
to 6%) 

Economic growth is coming h 
too. Since 1953, U.S. growth ha n 
averaging only about 24 1 yvear—that’s 
not onlv lower than the earlier U.S 
postwar mark of 5 per vear, but it’s 
less even than the long-term U.S. 
werage of 2.9% a vear. This is too 
slow a performance to absorb the ad 
tions to the U.S. labor force; jobs 
have been increasing by only 0.5 " 
vear, while the work force has been 
growing at a rate of about 1.2 per 
vear 


¢ Weight of Evidence—In this period 


; 


of slow growth, heavier unemploymen 
and balance of payments strain, it’s 
undoubtedly true that bad news could 
happen. A_ weakened national econ- 
omv, like any weakened organism, 1s 
more likely to contract and succumb 


to diseases. That’s why ( 
hension that riously untoward 
event—such as a bad break in the 
financial markets, or a gold and dollar 


crisis, Or a general swing to price 


there is appt 


SOTTIC 


flation—might have ruinous effects on 
the economy 
Nevertheless, there’s no evidence 


that any such disturbances are imn 
nent—or that the economy is in 

weakened a state that it would su 
succumb even to such major troub!] 


The 
fident 
economy, and 
deficiency of 
wise, seems that its 
though real, are tolerable 
The very widespread acceptance of 
the new climate in which business 
operating, and the determination to 
master it, argue strongly for the morc 
optimistic view of 196] 


new Administration 
that it knows 
that 
demand 
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Business, like 


sure troubles, 


prospe ct 


1960 


BUSINESS WEEK e Dec. 24, 








Kennedy Cabinet 
Moves Into Position 


The Kennedy Cabinet, now com- 
plete except for the advice and consent 
of the U.S. Senate, is dominated by 
men whose energies are directed at 
the transcending problems of interna- 
tional security, militarily and econom- 
ically 

President-elect Kennedy completed 
his selections last week by naming 
C. Douglas Dillon to be Secretary of 
the Treasury; Arthur J. Goldberg, Sec- 
retary of Labor; Robert F. Kennedy, 
Attorney General; Orville L. Freeman, 
Secretary of Agriculture; and J. Edward 
Day, Postmaster General. 

It is a Cabinet designed to reassure 
both U.S. business and foreign diplo- 
matic communities. 

The Cabinet is marked by youthful- 
ness (average age 47) and an unusually 
heavy quota of professional managers. 
Five of the 10 members can be classed 
as political professionals—Robert Ken- 
nedy, Freeman, Commerce Secy. Lu- 
ther H. Hodges, Health, Education, & 
Welfare Secy. Abraham Ribicoff, and 
Interior Secv. Stewart L. Udall 
¢ Dillon’s Job—The appointment of 
Dillon underlines Kennedy’s conviction 
that the big challenges facing the U.S 
and the new Administration are interna- 
tional. Dillon, as Under Secretary of 
State since 1958, has had primary re- 
sponsibility for U.S. foreign economic 
policy. By contrast, he has had littl 
first-hand experience with domestic 
fiscal and monetary policy. 

Dillon’s most urgent problem will b« 
the U.S. international payments bal 
ance and the outflow of gold 

In tackling this job, Dillon will have 
to work closely with State Secy. Dean 





LABOR SECY. Arthur J. Gold- 
berg, special counsel to the 
CIO-AFL, is well versed in 
labor-management relations. 


ville L. 
governor 
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AGRICULTURE SECY. Or- 
Freeman, 
of Minnesota, 
rigid marketing controls 


Rusk, who controls foreign aid outlays 
and coordinates economic policies with 
U.S. allies, and also with Defense Secy. 
Robert McNamara, since military ex- 
penditures at home and abroad have 
the heaviest impact on the U.S. bal- 


ince of payments 

Note that the three men will ap- 
proach the balance of payments me 
lem from the same point of view— 
shared by Kennedy _himself—deter- 
mined to solve it without hobbling 
U.S. foreign military policy 
¢ Personality Pattern—These three key 
men—Dillon, Rusk, and McNamara 
(BW—Dec.17°60,p23,25)—fall into a 
personality pattern that Kennedy obvi 


ously conceives as essential. Each is a 
professional administrator. They areé 
skillful behind-the-scenes operators, 


tough negotiators, rather than flashy 
public performers. In essence, Kennedy 
will look to them for advice and to 
carry out policy 

The three contrast sharply with the 
personalities selected bv Pres. Eisen 
hower for key Cabinet posts—Charles 
E.. Wilson, John Foster Dulles, George 
Humphrey, and later Robert B. Ander 
son 


Each has a background that repre 
sents a wide variety of interrelated 


Dillon, the Sec 
retary of the Treasurv, has an imposing 
diplomatic record on top of solid expe 
rience as an investment banker. M«< 
Namara, the Pentagon’s new top man 
has a bent for economic problems 
Rusk, the Secretary of State, has had 
a high-echelon exposure to militar 
policy matter 
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spite some criticism. 





ATTORNEY GENERAL Rob- 
ert F. Kennedy, brother. of the 
President-elect, joins Cabinet de- 


















































TREASURY SECY. C. Douglas Dillon 
(right), holdover from Eisenhower Admin- 
istration, is a foreign economics expert. 


in particular, are not well known. Pre- 
sumably, each goes down the line with 
Kennedy on crucial points. Rusk, for 
example, stands for a.policy of flexible 
diplomacy (particularly on the China 
question) from a position of greater 
military strength for the U.S. With 
Dillon, he seeks a more energetic at 
tack on the economic problems of 
underdeveloped foreign countries. This 
would be in a framework of American 
economic growth and expansion and 
allied cooperation rather than by fol- 
lowing restrictive policies here and 
abroad. 

¢ Hodges’ Role—Hodges of Commerce, 
who will have a major say in setting 
foreign trade policy, will also play an 
influential role in meeting the big in 
ternational challenges. He has more 
personal prestige than any other recent 
Secretary of Commerce. He favors pro 
motion of freer trade among nations, 
advocating protection for U.S. industry 





POSTMASTER GENERAL J. 
Edward Day, insurance official, 
is a one-time political associate 
of Adlai Stevenson. 
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only if the need is proved beyond any 
doubt. 

Hodges will work on new ways to 
push the government's export promo- 
tion program—perhaps using broader ex- 


port credit insurance. He also has a 
ven to lure more foreign capital to the 
U.S., a program he inaugurated in 
Noith Carolina, where he is outgoing 
govermor. 

e Labor Secretary—The 52-year-old 
Goldberg is special counsel to the CIO- 
AFL and has an imposing record as a 
labor lawyer. Probably no one in the 
labor movement is closer personally to 
Kennedy than is Goldberg. His special 
atttactiveness to Kennedy: He is knowl- 
edgeable about the economics of man- 
power as well as being well versed in 
labor-management relations; still he 
doesn’t suffer from what Kennedy con- 
sidered the handicap of being an elected 
union official 

e Attorney General—Robert I’. Ken- 
nedy, the President-clect’s 35-year-old 
brother and closest political confidant, 
was committee counsel in the Senate 
labor rackets investigation. His appoint- 
ment as Attorney General is the new 
President’s only Cabinet selection to 
generate any noticeable criticism—he is 
the first member of a President’s im- 
mediate family to be named to the 
Cabinet. 

¢ Agriculture Post—I'reeman, 42-year- 
old lame duck governor of Minnesota, 
was an unsuccessful aspirant for the 
Democratic Vice-Presidential nomina- 
tion who threw his support to Kennedy 
during the partv’s convention in July. 
Although his agriculture views are 
markedly different from those of Ezra 
Taft Benson, he mav be no more suc- 
cessful in grappling with the massive 
farm problem than Benson was. Free- 
man will lean toward rigid marketing 
controls, while Benson has been an ex- 
ponent of fewer 
price supports. 

¢ Post Chief—Day is a 46-year-old vice- 
president of Prudential Insurance Co. of 
America. At one time, Day was Illinois 
Commissioner of Insurance under Gov. 
Adlai Stevenson and was previously con- 
nected with Stevenson’s Chicago law 
firm. 

¢ Holdover—Dillon, 51-year-old former 
head of Dillon, Read & Co., Inc., will 
be the highest-level holdover from the 
Fisenhower Administration to remain 
in Washington under Kennedy. A one- 
time ambassador to France, he has 
been Under Secretary of State since 
1958 and the major foreign economic 
policymaker for the outgoing Adminis- 
tration. 

Dillon’s appointment to Treasury 
means that for the first time since 
Henry Morgenthau, an active interna- 
tionalist will be in this Cabinet slot. 
But Dillon, the antithesis of a Utopian 
crusader, is a self-made diplomat whose 


controls and lower 
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judgment was tempered in the tough 
school of investment banking. 

Because of Dillon’s weakness on do- 
mestic fiscal and monetary policy, Ken- 
nedy is looking for strong tax and debt 
management experts to take on the de- 
partment’s two Under Secretary posts. 

The fact that Dillon not only has 
been an active Republican—he con- 
tributed to Vice-Pres. Nixon’s war chest 
—but a key member of the Eisenhower 
team shows that Kennedy hopes to at 
tract broad support for his policies. He 
clearly wants to reassure the financial 
and business community at home and 
overseas that U.S. domestic and inter- 
national economic policies will be han- 
dled responsibly. At the same time, he 
wants a man holding the purse strings 
who is intimately familiar with U.S. 
world responsibilities and who is recep- 
tive to new approaches at home and 
abroad. After all, he becomes key to 
McNamara’s plans for increased arma- 
ments, and Rusk’s problems of eco- 
nomic aid. 

Inevitably, this attempt to get the 
best of both worlds won’t satisfy com- 
pletely cither partisan Democrats or 
Republicans, liberals or conservatives. 
But influential opinion almost certainly 
will give Dillon the benefit of the 
doubt. It’s worth noting that both 
Eisenhower and Nixon gave Dillon their 
blessings before he accepted the ap- 
pointment 
¢ Balance of Payments—Dillon’s ap- 
proach to the balance of payments prob- 
lem can be forecast accurately. He has 
gone along with Eisenhower to cut 
down overseas spending under forcign 
economic and military programs. But 
as the Administration’s strongest cham- 
pion of liberal aid and trade policies 
for the past three years, he obviously 
backed the economy moves with re- 
luctance. In fact, he was one of the 
last top policvmakers to concede that 
the balance of payments deficits of re- 
cent vears stemmed from. structural 
rather than cyclical causes and required 
tough economies in overseas outlavs 

Dillon—like Kennedy himself—be- 
lieves that positive solutions to the bal- 
ance of payments problem can and must 
be found if the U.S. is to mect its 
world leadership obligations. At home, 
he will look for fiscal and monetary 
policies to increase the competitive 
ness of U.S. goods in world markets 
through faster rates of growth and 
modernization. 

Abroad, Dillon will seek to ease the 
pressure on the dollar through tighter 
cooperation with Europe and Japan in 
trade and aid policies—including perhaps 
at some stage conversion of the inter- 
national monetary system into a genu- 
ine international reserve fund along th« 
lines proposed by Prof. Robert Triffin 
of Yale and others. 

One of the reasons he was selected 





for his new post was that he h 
the prime mover in setting up t 
Organization for Economic Coopera- 
tion & Development whose convention 
was signed last week by the U.S., 
Canada, and the European members of 
the former Organization for European 
Economic Cooperation. The new bods 
will coordinate Atlantic policies for 
economic growth, trade, and aid to un- 
derdeveloped areas. Kennedy sees it as 
the major mechanism for evolving m 

rational and flexible Atlantic 
policies both internally and externall 
¢ Less Tension—When Dillon takes 
the oath of office next Januarv, a lon 
period of tension between Treasut 
Dept. and the operating agencies re- 
sponsible for maintaining U.S. world 
leadership—State, Defense, and the for- 
eign aid agencies—presumably will end. 

World War II ruled out the possibil- 
itv of the U.S. following an isolationist 
foreign policy. But economic and finan- 
cial policies continued to be set pri- 
marily in response to domestic eco- 
nomic needs, did not fullv reflect the 
fact of increasing U.S. involvement in 
the world economy. Secretaries of the 
Treasurv lacked broad international ex- 
perience. 

As a result, there was a continuing 
running battle between the money men 
at Treasurv and the operating officials 
in other agencies over spending for de- 
fense and foreign economic and military 
programs. Treasury also tended to be 
jealous of U.S. economic sovereignty, 
looked with a jaundiced eve upon pro- 
posals for integrating U.S. economic 
policies more closely with those of other 
nations 

Much of Treasury Secy. Anderson’s 
emotional fervor with respect to right- 
ing the U.S. balance of payments, for 
example, stemmed from his fear that 
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continued deficits would limit U.S 
freedom of economic action. Dillon, by 
contrast, sees coordination of economic 
policies with the European allies as a 


major means of taking pressure off the 
balance of payments. He sees his 
role not so much as a watchdog over 
the public purse but rather as a finan 
cial expediter of positive programs at 
home and abroad. 

¢ White House Policy—It’s important 
to remember though that Dillon essen- 
tially will be carrving out policy made 
in the White House. The relationship 
to the President of the three kev Cabi- 
net officers will be closer to Pres. Tru- 
man’s relationship with John Snyder 
than to Eisenhower's with either George 
M. Humphrey or Robert Anderson. 
Both of these men dominated economic 
and financial policymaking to nearly 
the same extent that John Foster Dulles 
made Eisenhower's foreign _ policy. 
Snyder, on the other hand, advised ‘Tru- 
man, frequently persuaded him, but 
often was overridden unceremoniously. 


new 
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Showing Businessmen 
How to Build a Plant 


Do businessmen know how to go 
about building, expanding, moderniz- 
ing, or relocating plant? Except in a 
few large companies they don’t, says 
Saul Poliak, president of Clapp & Po 
liak, Inc., a New York company that 
has made a profitable business of stag- 
ing industrial trade shows 

Poliak decided to fill the unexpressed 
demand by putting on a show at New 
York’s Coliseum that would bring to 
gether a wide range of exhibits—indus- 
trial site selection, building design, 
construction methods, equipment, and 
financing. He called it the Industrial 
Building Exposition & Congress. 

The show was aimed at businessmen 
whose companies aren't large enough, 
or active enough in the expansion field, 
to maintain or retain their own staffs 
of site selectors, architects, and engi 
neers. Invitations were issued to com 
pany executives, architects, engineers, 
and financial people. 

Opening day, unfortunately, was the 
dav of last week's 17-in. snow, officially 
classified as one of New York’s rare 
blizzards. Attendance during the week 
was held down to 4,000—less than half 
the anticipated gate. 
¢ First Showing—Under one roof for 
the first time, says Poliak, were exhibits 
and experts in site-planning, building, 


power systems, government services, 
transportation, maintenance, and fi 


nance. Almost all the services that thx 
biggest corporations provide for them 
there for the guidance of 
companies. 

Most businessmen, like 
Owner;rs 


selves wer'c 
smaller 
most hom« 
either go through the tedious 
process of learning the art of building 


to taste or else thev simply buy and 


take their chances. Thev usually know 
little about  site-planning, practically 
nothing about the hundreds of build 


ing designs and construction methods 
that are available. The wav thev choos« 
from half a dozen financing plans is 
often about as precise as a game of 
blindman’s buff. 

Poliak not only got together exhibits 


on such subjects but also set up a forum 
for exchange of ideas. Like manv other 
trade shows, this one was part exhibit 
ind part forum, but unlike others, this 
was pitched at the ultimate user rathe 
than at the trades themselves. Appeai 


ance of a total of 65 speakers fron 
large and small companies at daily ses 
sions of the Congress helped attract 
businessmen 
¢ Sharing 


Experience—At these ses 
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men told other business- 
how their companies 
unforeseen problems 
of moving, building, or expanding. For 
example 

e A Westinghouse Electric Corp 
speaker told how the company rehabili 
tated a 75-vear-old Newark (N. J.) plant 
it a saving of $10 a sq. ft. over moving 
to another citv and training workers for 
1 new plant. He cited the good will 
gained from municipal officials and from 
Newark workers, as an advantage be 
vond the mon 


sions, busin S 
men handled 


the foreseen and 


Saving 
e Frank | Willis, treasurer of 
Eberhard Fal Pencil Co., warned 
that “unless you are top-flight, blue- 
chip, or loaded, vou are faced with 
handcuff financing.” Before being able 
+ 


o move trom 


n old Brooklyn plant, 


his company spent three vears seeking 
monev and a site, finallv settling in 


STEEL STUDS as basis of a design concept 
were shown by Gregory Industries, Inc. 
Company showed how studs could serve in 
a stronger, cheaper “composite” 


Wilkes Barre, | 
a dozen wavs t 
¢ Horace D. Gilbert, president 
Miniature Precision Bearings, Inc., of 
Keene, N. H., warned management not 
to “‘gold-plat« new plant. Use of in- 
genuity can take the place of expensive 
materials and result in ‘“‘an_ effective 
plant appearance,” he said 
Other speakers talked of do-it-vout 
self cafeterias in which employees heat 


Willis described half 
get financing. 


‘ 


structure. 


their own lunches; of conferences b« 
tween management and emplove 
groups before building and expanding 


and of two- O1 three level parking facili 
ties that don’t gobbl 
in CXPCTISIV< sit 


up so much of 


¢ Two Floors—The Coliseum held tw 


floors of exhibits by 115 companies and 
issociations, manv of whom 
of their wav t ommend thx 
t xpected to sell directh 


went out 
show 
Few exhibi ] 


Thev were th is one exhibitor said, 
to get our name known around.” 

G. H. Tennant Co., Minneapolis 
maker of industrial maintenance ma- 
chines, con its $2,500 for an ex- 
hibit well spent: it sent four men “‘to 

ich higher-echelon people our sales- 
men couldn't ich.” Johns-Manvill 
Corp. usuall kes its sales pitch for 
l'ransite pipe to distributors, builders, 
ind other people. ‘We set | 
the exhibit this time,” savs a spokes- 
man, “to reach the man who will ult 


mately use the pipe in his plant.” 


Many exhibitors said thev plan t 
return next The show has alread) PLANT FLOORS can be laid by using 
been schedul f 1 time that should _ prefab concrete and steel “rafts,” said Stel- 
dodge the It's down on ft] con Industrial Floors, Inc. They are speed- 
ilendar for September ily put in, easily lifted out. 


How Things Look for Business L 


that todav’s nag 


@ Defense Spending—More for military pro- 
curement, but chiefly for selected items. And some 
gains will be offset by cuts elsewhere in the defense 


budget. 


@ Economic Help—Perhaps more money for 
depressed areas and for public works generally. 
Help for housing. Later, perhaps more for farmers, 
but under stricter production controls. 


@ Taxes—Eventually but not now, an at- 


tempt at tax reform. If business needs stimulus, 


perhaps a quickie tax cut tohelp consumer spending 


or liberalization of depreciation allowances to help 


capital spending. 


@ Antitrust—No easing of enforcement, but 


possibly more stress on policing price-fixing than 


mergers. 


@ Foreign Policy—More vigorous efforts to 
rebuild U. S. prestige and leadership. Support for 
the U.N. as a world forum. Immediately, steps to 
slow the drain on U. S. gold reserves. 


Fo" BETTER or for worse, Washington 
is going to be a bigger factor to con- 
sider in your 1961] business planning 
than it has been for several years past. 

Although Sen. John F. Kennedy 
barely won the Presidential election in 
November, he is moving quickly to put 
his stamp on 1961 and the next few 


vears. Kennedy and his aides generally 
make this fundamental criticism of 


Eisenhower's eight years: that, through 
lack of leadership and vigor, the U.S 
lost much of its power and prestige at 
home and abroad. They are determined, 
therefore, to make a number of changes. 
Many of them are bound to affect bus 


Mess 
¢ More of the Same—Th loesn’t 
necessarily mean radical departures. You 
18 


will probably pay the same taxes, both 
corporate and personal. The antitrust 
ers will be just as inquisitive If you’re 
a government supplier, you'll know that 
just about the same market will still be 
there, although competition for the 
business mav be made stiffer. Labor dif- 
ficulties show no signs of easing, ot 
Washington’s interest in them 

But vou'll see a new attack on all 
these problems and more—by a group 
of new men with new responsibilities 
¢ Fundamentals—The problems the 
Kennedy Administration is already 
studying are the basic ones of peace and 
prosperity. 

The economy has been slipping for 
months, and there’s fear—for the fourth 
t the end of World War II 


me sinc 





ttl eccinn 
ig | e recess ni may 


eaiies much more 


be growing into 
scary. 
Under such 


conditions, Washington 


ficials begin looking around for t 
to do. The law ) § politics 
that something be done to boost 


ness, whether or not it’s effective 

In foreign affairs, the new Adminis- 
tration finds it has a whole new world 
to deal with. New 
devised to meet new 
longer is the U.S. the 
leader of the world or even unquestion 
ibly the strongest military 

Ihe new foreign situation has as it 
main ingredients the awesome and un 
certain U.S.-Soviet 
the rise of neutralism, the sudden im 
portance of the newly emerging under 
developed nations of the world, the risk 
that more and more countries will carr 
nuclear arms, and the attempt by the 
Soviet Union to nullify the United Na 
tions as one arena where 


policies must be 
situations. No 


unc li lle nge¢ d 


p¢ Wel 


) 
nuclear stalemate 


world politic 


can be played openly and according t 
some semblance of rules 

Underneath this lash of giants. for 
world supremac\ the re’s the immediat 
thorny problem of the dribbling away of 
U.S. gold reserves. This unsettling con 
dition could lead to measures, guarding 


against the worsening 
that might distort our foreign trade 

e Administration’s Character—Probabh 
the most important reason that Wash 
ington will loom larger in 1961 bu 
ness planning is the 


of our dollar gap 


character of th 


Kennnedy Administration itself 

Ihe President-elect is committe 
being vigorously in charge of a vigorot 
government. ‘To advise him and hel 
him carry out his programs, |! h 
drawn around him a group of prof 
sionals from business, labor, and g 
ment (page 15) 

Kennedy's view of his White H 
role is a considerable contrast to Pr 
Eisenhower's view of the job. Further 
more, Kennedy’ th it n 
commitment to an expanding u ot 
governinent to solve the country’s y 
lems—has a majoritv in both hous f 


Congress 

While much has been made of th 
power of the coalition of Republican 
ind Southern Democrats, their powe1 
is weaker under Kennedy than it was 
under Eisenhower—when, in fact, the 


constituted a sort of “Eisenhower m 
joritv’” in Congress. Kennedy, who | 
shown himself to be a politician of th 
highest order, will play politics t 


hilt in trying for what he want 


¢ Economic Props—He w 


measures designed t hore up the soft 

77 1) 
spots in the economy, and probal 1] 
do it early in th 
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For instance, unemployment will get 
attention. Any states that need federal 
funds to keep paying the unemploved 
their allotted weeks of unemployment 
compensation will get the money from 
Kennedy and Congress. 

Look for passage of a new federal 
minimum wage law—perhaps not the 
51.25 an hour that Kennedy has urged 
but one that brings in close to 3-million 
or 4-million service and retail workers 
who aren’t now covered. 

Legislation designed to aid depressed 
areas will be passed. This will include 
creation of a federal kitty of several 
hundred million dollars for loans and 
grants to West Virginia, Illinois, Penn- 
sylvania, and other states with chroni- 
cally depressed communities. The plan 
is to provide incentives for companies 
to go into business in such areas and to 
provide for relocating and retraining 
the unemployed. 

A massive federal fund to help states 
and school districts build needed schools 
is a sure thing. Kennedy wants to al- 
low these funds to be used also for 
teacher salaries, but Congress will insist 
that they be used only for building class- 
rooms. 

Medical care for the aged will be 
financed through new social security de- 
ductions. The first contributions—one- 
fourth of one percent of payroll from 
both employer and employee up to 
$4800 a year—may come by July 1, 
perhaps not until the following Janu- 
ary. 

Some other things to expect under 
the general heading of anti-recession: 

¢ New ways to distribute more and 
better-grade foodstuffs to the chronically 
unemployed. 

¢ Attempts to direct more defense 
contracts into depressed areas. 

¢ A quick attempt by Kennedy to 
get public works construction started. 
He will concentrate first on those that 
Congress has already approved but for 
which no funds or only token amounts 
have been voted. First priority will be 
given to federal-aided highway construc- 
tion in depressed areas, to help provide 
work and get some money into circula- 
tion. 
¢ Housing—A soft spot that Kennedy 
wants firmed up is housing. Construc- 
tion starts have zigged and zagged for 
months—but the net is distinctly on the 
downside. 

The Democrats two years ago created 
a special $1-billion fund with which 
the Federal National Mortgage Assn. 
(Fanny Mae) could buy mortgages. 
Another such temporary shot in the 
arm will get prime consideration. So 
will other long-range programs to stimu- 
late housing starts generally and to 
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speed up billions of dollars’ worth of 
urban renewal projects that are in th« 
works. 

¢ Defense Funds—A boost in defense 
spending will come during the year 
It’s no certainty that Congress will ap 
prove anything like the $3-billion figure 
bandied about during the campaign 
A more likely possibility: increases in 
specially selected programs—ICBMs, 
Polaris submarines, super-supersonic 
manned bombers, and certain limited 
war weapons. And these increases ma\ 
be offset somewhat by cutbacks els« 
where in the Pentagon’s present $41- 
billion budget 

Regardless of any calculated rise in 
military procurement of modern arms, 
spending will go up anyway, becaus¢ 
of new funds that Eisenhower _per- 
mitted to be obligated during the cam 
paign. 

In the military area, you can look 
for a real furor over proposals to elim- 
inate the kinky links in the Pentagon’s 
almost impossibly complex chain of 
command (page 68). But there are 
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many people with an interest in the 
military setup about as it is—and they 
will take their time in considering any 
shakeup, however mild. 

¢ Tax Reform—Tax cuts and tax reform 
in general will be taken up again—but 
don’t count on fast action. Kennedy 
wants tax reform, but nothing substan- 


tial will be done without exhaustive 


investigation and hearings by Congress 
There may be a couple of exceptions, 
though: . 

e The Administration could order 
some liberalization of depreciation al- 
lowances on its own initiative. This 
might be done as an aid to capital in- 
vestment, one of the soft spots in the 
economy. - 

e If the business slide should get 
worse, vou can expect the Democrats to 
start talking up a quickie tax cut—per 
haps through increased allowances for 
dependents. 

e Trustbusting—Antitrust enforcement 
—in which the Republicans have out- 
done the old-time Democratic trust- 
busters—will be just as vigorous during 
the year ahead. There'll be a new divi- 
sion chief, along with a new Attorne\ 
General, but the same lawvers will be 
at work, and the new management 


won't be any easier in prosecuting busi- 
ness Cases. 

One possibility: The years of empha- 
sis On anti-merger cases may give way 
to sterner policing of price-fixing. The 
sweeping prosecution of the electrical 
equipment industry may be the fore- 
runner of similar moves in other in- 
dustries. 
¢ Farm Support—Farm legislation will 
come slow, late in the year. The prob- 
lcm is so enormous and politics-ridden 
as to be almost unconquerable. If any- 
thing, the new Administration may lean 
toward more controls, to hold down 
production while guaranteeing high 
prices. Perhaps the Brannan plan (let 
the prices fall where they may in the 
market place; give the farmer a check 
from the Treasury to balance out) may 
get a new chance. 

One certainty: We'll be giving away 
more of our surplus goods, both at home 
(to the unemployed) and abroad (to un- 
derdeveloped countries). 
¢ Foreign Affairs—There’s a real possi- 
bility of a summit meeting before 1961 
runs out. It depends largely on Khrush- 
chev’s attitude. Disarmament, bans on 
nuclear tests, and the threat to Berlin 
will probably be key issues throughout 
the year. Before the year’s out, look for 
a softer U.S. stand on Red China’s ad- 
mission to the U.N.; the U.S. will op- 
pose but won’t veto. Kennedy will seck 
broader unofficial contacts with the Chi- 
nese. 

When it comes to foreign trade—help 
in selling abroad, protection against 
foreign imports—vou can count on an 
active year in Washington. 

Exporters can expect new export pro- 

motion programs, including more export 
credit insurance and guarantees. You 
can expect a try, at least, at persuading 
foreign investors to build or buy facili- 
ties in the U.S. This would help the 
balance-of-payments problem. 
e Tariffs—On the other side, the Ad- 
ministration will fight against rising 
demands for protection against imports 
from Japan, Germany, and everywhere 
else around the world. 

Measures negotiated at Geneva to 
reduce tariff barriers of all nations will 
be adopted in 1961. But the cuts may 
not do much to encourage imports into 
the U.S. or exports to foreign cus- 
tomers. Reason: Reductions will be 
primarily on items that don’t count 
for much. 
¢ Economic Field—The Administra- 
tion will put through a boost in eco- 
nomic aid to underdeveloped areas—a 
program Kennedy is particularly enthu- 
siastic about. There'll be no radical 
changes, just changes in emphasis 

The Administration will make a 
wholehearted attempt to launch a pro 
gram for price stabilization of key 
commodities such as lead, zinc, and 
copper. 





NATO Shifts Wait on Kennedy 


Herter’s proposals on sharing Polaris missiles and 


nuclear control get varied reaction but no results in Paris; some 


NATO members urge Western summit with Kennedy present. 


Top officials from NATO’s 15 mem- 
bers met in Paris last week to begin 
charting a new course for the Atlantic 
alliance, based on the changing rela- 
tions between the U.S. and Western 
Furope and among the European powers 
themselves (BW—Oct.22’60,p25) 

The big question was whether 
NATO should become a nuclear power 
in its own right. The indications were 
that it would—but there was no telling 
how or when 

With the U.S. caught between two 
Administrations, there was little to do 
but leave decisions until the next 
NATO meeting in May. Still, Secy. of 
State Herter did make some suggestions 
for the U.S. that could lead to a basic 
change in the NATO structure—and he 
hinted that the Kennedy Administra- 
tion was thinking along the same lines. 

Herter’s suggestions for change fol- 
lowed these directions 

e The U.S. might commit to 
NATO five nuclear submarines, each 
equipped with Polaris missiles—provided 
its NATO allies purchase 100 Polaris 
missiles from the U.S. for use on land 
under NATO-wide command. 

¢ Washington “might” reconsider 


its present exclusive control over 
NATO atomic stockpiles in West 
Furope—if there is a multilateral agree- 


ment on control of nuclear warheads 
for the Polaris missiles bought from the 
U.S. 

¢ European members of NATO 
should share the billion-dollar-a-vear 
burden the U.S. carries in keeping its 
forces in Europe. On this Herter got 
some sympathy but no commitments 
¢ Western Summit?—Because no hard 
decisions were reached on any subject, 
several members proposed turning the 
next NATO ministerial meeting, slated 
for May in Oslo, into a Western sum- 


mit, with Pres. Kennedy leading the 
U.S. delegation. Some of Kennedy's 


advisers have been toving with such an 
idea, but Herter warned the delegates 
not to count on it. 

Herter made his proposal on sale of 
Polaris missiles to NATO members de- 
liberately vague, but he did specify that 
nuclear warheads for these missiles 
would be supplied by Washington and 
that their use could be controlled by 
some sort of joint NATO machinery. 
Both this proposal and Herter’s idea 
that the U.S. might share its present 
exclusive control of existing NATO 
atomic stockpiles in Europe would, of 


20 


course, require approval by the Kennedy 
Administration and Congress 

¢ Varied Reactions—Herter’s proposals 
got varied reactions from NATO mem 
bers. West Germany, among others, 
considered the suggestion on sharing 
control of existing stockpiles more im- 
portant, and welcomed it enthusias- 
tically. 

Under the present NATO stock- 
pile system, only the U.S. can dole out 
nuclear warheads to non-American 
NATO units equipped with “dual capa- 
bility” weapons—those that can carry 
either nuclear or conventional warheads. 

The Scandinavian countries and 





others prefe. to see Washington 
full command 

e Doubts—Even Herter’s other sugges- 
tion, on committing five nuclear sub- 
marines to NATO, has a somewhat 
hollow ring in Europe 

vessels, as Europeans know, already 
are slated for the powerful U.S. Sixth 
Fleet in the Though 


retain 


because these 


Mediterranean g 
these subs would be deployed specifi- 
cally for the NATO defense setup—not 
true of Sixth Fleet units up to now— 
this seems meaningless to Europeans 

Several European NATO members 
question whether West 
wouldn’t be the nation able and 
willing to purchase million-dollar Polaris 
missiles for land defense 

In any case, only the West Germans 
expressed instant delight with the 
gestion. seemed 
that a major reason behind Washington 
moves to. inc NATO’s 
capability is a need to find a 
to satisfy German demands for nuclear 
hardware. 


Germanv 
only 


sug- 
To some observers, it 
nuclear 
formula 
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Canada Puts Bite on U.S. Investors 


Emergency budget raises taxes on U.S.-owned com- 
panies while offering tax incentives to domestic business. 


Sweeping changes in Canada’s tax 
code—raising taxes on U.S.-owned com- 
panies and offering tax relief to domes- 
tic business—was the key feature of an 
emergency budget presented to Can- 
ada’s parliament by Finance Minister 
Donald M. Fleming this week. With 
this budget the Canadian government 
served notice that it intends to take a 
strongly nationalist route in stimulating 
a flagging economy (BW —Jul.9’60, 
p137). 

Fleming started out bv saving that 
Canada would continue to maintain a 
climate “hospitable” to foreign invest- 
ment. But he went on to increase the 
tax bite. on U.S. investors by an esti 
mated $50-million per year: 

e The tax on dividends 
by foreign parent corporations from 
their wholly owned Canadian subsidi 
aries will be increased from 5% to 


--y7 


5%. 


received 


1] 


e A special tax of 15% will be 
imposed on the income of branches of 
foreign corporations carrying on busi- 
ness in Canada. 

e The withholding tax on income, 


earned by foreign investors on their 
Canadian stocks and bonds will be 
raised from 5% to 15%. 


These changes, by reducing the fa- 
vorable treatment of income from for- 
eign investment, are expected to lead 
to a sharp drop in new U.S. investment 
—both direct and portfolio—in Canada 
They could also lead to the repatria 
tion of capital by U.S. investors. In 


anticipation of these possibilities, the 
exchange premium on the Canadian 
dollar fell by 4¢ the day after the 
budget was presented. 
¢ Domestic Benefits—Fleming expects 
to offset any drag on the Canadian 
economy by offering tax incentives to 
domestically owned 
e Corporations earning less t 
$25,000 a vear have 


business 
han 


been taxed at 21% 


instead of the 48 ipplving to larger 
businesses. The ceiling for the 2] 
rate will now be raised to $35,000. 

e Companies leveloping new 
products or producing new tvpes of 
goods may claim double depreciation 
for one vear on the ipital expendi- 
tures incurred. The same double de- 
preciation allowance is provided f 
companies located in chronically d« 
pressed areas 

Domestic Canadian business will also 
get some help from tariff boost 


e Reactions—In one of the first reac- 


tions by an official of a U.S. subsidiary 
in Canada, Pre Robert V. Yohe of 
B. F. Goodrich Canada, Ltd illed th 


penalties to U.S ympanie m 
discriminatory.” He predicted a re 
tion in the flow of inv 
Canada. 

Initial reactions fr 
omists were also 
saw the budget 
nationalist views of 


tment funds to 


m Canadian econ- 
unfavorable; 
is reflecting the ultra- 


James E. Covne, 


Governor of the Bank of Canada (BW 
—Dec.17°60,p100), which they regard 
as unsound. 
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PICTURE OF 
TELEPHONE 
CALLS BEING 
HANDLED A 
REMARKABLE 
NEW WAY 


Bell System’s new Electronic Central Office 
(now being tested) forecasts a startling 


variety of useful new telephone services 


The oscilloscope screen above gives 
you an idea of how telephone calls will 
some day be handled—electronically— 
by a remarkable new system. 


A screen like this is monitoring ex- 
perimental Electronic Central Office 
equipment which we recently began 
testing in Morris, Illinois. The “pips” 
of light you see on the screen repre- 
sent the system’s thought processes as 
it puts calls through, while checking 
itself constantly for errors. 

This test is very significant, because 
the future Electronic Central Office 
will let your telephone do pretty nearly 
anything you want it to. 

For example, you may be able to dial 
a three-way phone conversation right 
in town...or have your calls auto- 
matically transferred to a friend’s 
house where you're spending the eve- 
ning ...or ask the Office to keep after 
a busy number and make the connec- 
tion as soon as it’s free. 


These are just a few of the many 
services this new switching system 
could make possible. 


“It looks in the back of the book” 


An engineer at Bell Telephone Labora- 
tories uses this comparison to drama- 
tize the difference between the Elec- 
tronic Central Office and previous 
switching systems: 


“Suppose,” he says, “that two stu- 
dents are trying to find the square root 
of 841. One is doing it the hard way, 
figuring with paper and pencil. The 
other just reaches for an engineering 
handbook, flips to the right place and 
looks up the answer, 29, in the tables. 


“The Electronic Central Office works 
basically the same way. When you dial 
a number, it will decide how to con- 
nect you by ‘looking in the back of the 
book’—a huge permanent memory in 
which we have stored the answers to 


every situati itcan possibly arise.” 








Product of Continuing Research 


The Electronic Central Office is still in 
the trial stage. Some of our customers 
in Morris are helping us test it now, 
and more are being added every week. 
We’re watching their reactions very 
carefully, because we want to know 
how to improve the switching system, 
and what new services people would 
like to have. 


This early demonstration of elec- 
tronic switching is the achievement of 
many years of Bell Telephone research 
in many fields of science. It depends, 
for instance, on the Transistor, a Bell 
Laboratories invention, for its econ- 
omy and reliability. And it shows the 
important progress we can make with 
reasonable earnings under America’s 
free enterprise system. 
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Not Much Cheer for Retailers 


tailers 


cross the country 
toted up their Christmas sales to see if 
battling weather and a 
deepening economic slump, were es 
tablishing another record buying vear. 

Ihe crowds (picture) were out, but 
it midweek merchants in city after city 
told WEEK reporters that 
nothing like a_record-smashing last 
minute spending spree had developed 
Ihe stores that were still hoping their 
final figures would beat the 1959 rec 
ord had to wait until the last ring of 
Saturday night before 


=. 1 
This week I¢ 


customers 


BUSINESS 


the cash registet 
knowing the outcome Many 
had conceded defeat to the 
weather and to the 

As a Portland (Ore.) merchant put 
it: ‘““Monday we should have knocked 
them dead and we didn’t do it. Why? 
I have no idea. I just think people are 


store S. 
howe vcr, 
recession 


money conscious.” 


¢ Gloom and High Hopes—You could 


hear the same kind of talk in Cleve- 
land, Philadelphia, St. Louis, Des 
Moines. Among the cities checked, 


Knoxville held out hope for putting 
1960 on the long-list of record-breaking 
So did San Francisco where both 


years 
sunshine and the crowds were out. Peo- 
ple were “buying everything.” In Los 


Angeles, where the Security-First Na 
tional Bank’s research department called 
the retail picture “pretty indistinct,” 
some merchants were also hoping to 
top 1959. Out in the Pacific, Hawaii 
enjoved its biggest season vet, with the 
Bank of Hawaii estimating a sales gain 
over last vear of between 10% and 
12% 

But for the nation as a whole, mer 
chants were leaning toward the view of 
Des Moines retailer It’ 


a gloomy 
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Anvone who doesn’t tell you 
It’s down at least 
No crowds at 


horrible 
1 classic liar 
board. 


so is 
10% 
all.” 
¢ Big Blow—Merchants didn’t have to 
do much research to fix the blame for 
the relatively poor showing up to the 
middle of the week. 

Biggest culprit for many, particularly 
the Eastern Seaboard and the Great 
Plains region, was the weather. A St 
Louis retailer looked back over the en 


across the 


tire year and complained: “What a 
vear. We were hit bv the Ice Age 
before Easter, then spring came in 


November, and now a_ blizzard arrives 
just at the peak when it looked lik 
we might make it.” 


Further east, the heavy snowfall, 
Dec. 12, tangled transportation and left 
shoppers stranded at home In New 


York, a major department store said its 
business was off 50% on the day of 
the storm, a Monday. Business started 
to pick up after midweek and on 
Saturday it had a record dav, but 
couldn’t make good the earlier losses 
In Philadelphia, it was even worse, with 
the Chamber of Commerce estimating 


that normal business’ was off 85 on 
Dec. 12 and 75% Dec. 13. The Fed- 
eral Reserve Bank said the week of 
Dec. 11 ended 21% behind 1959 A 
story was going around that a big 


women’s specialty store had only two 
Monday, and the 
detective recognized both of them as 
professional shoplifters 

One helpful thing was the two extra 
shopping days between Thanksgiving 
and Christmas this year compared to 
last. Those may make it possible for 
the stores to break even with or go 


customers on store 


ahead of 1959 
blizzard that hit parts 
was too much of a blow 
e Economic Weather—Not only th 
climate, but the economic weather has 

been a deterrent to sales in man 

tions of the countr Des Moines, f 

instance, has had no heavy snowfa 

this year and merchants aré 
ing. Chicago, which had its first maj 
snowfall 


but many believed the 
of th ountl 


onlv last Monday, reports 


crowds slowly building up (75 
downtown Dec. 19) and police pt 
pared for record mol the last three 
davs of the week. Even so, no one had 
to wait long to find a clerk, and stores 
were relatively) ilm Cleveland met- 
chants sav there nothing t vrite 
home about, with sales of 54 t one 
big store for the month to dat | 
two extra days may help make up thi 
difference but handise managet 
reports record selling days are few and 
far between: ““Thev act only as tran- 
quilizers.”” 

More consumers now seem to real 
that the country is in a recession an 
ire acting accordingl A Southwest 
merchant said customers who usu 
spend $15 for a gift ha cut thei 
purchases to $7.50 or $10 
¢ Heavy Discounting—As a result, th 
is heavy discounting, especially in tor 
All over the country, merchants 1 
ported steep price slashes in t to 
compete with discount houses An 
Oklahoma City store cut its toy pric 
50%, promoted hea ind savs it 
end with a sales gain—but a sharp dip 
in profits. In St. Louis, regular stor 
quit advertising mall appliances 
cause of the discount houses. Th 
no money in it 
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..When Management Puts The 
Spotlight On WEIGHING 


PRINTWEIGH® RECORDS: a Major Cost Control Tool 


Materials become money ... on your scales. Weight 
records directly affect costs, quality control, inventories 
and customer billing. That’s why it pays to put the spot- 
light on weighing ...and make sure you have the right 
TOLEDO scale at every weighing point. 





A close look at weighing is especially called for if you’ve 
made changes in plant layout, materials handling 
methods, or inventory controls. In any of these areas, 
scales that don’t fit the job can bottleneck operations, 
infect weight records with costly errors. 

We'll be glad to help you evaluate the efficiency of 
weighing in your operations. A few minutes at each 
weighing station will put the spotlight on scale capacity 
and location, dial visibility, platform size and height 
and other factors important: to weighing efficiency. 





Complete Printed Weight Records 


Write TOLEDO SCALE, Division of Toledo Scale Corpo- With TOLEDO PRINTWEIGH “’400” 
ration, Toledo 12, Ohio. (Toledo Scale Co. of Canada Ltd.,Windsor, Ontario) 


Prints complete weight records 


® on tickets, sheets or strips. 
* Fr? Transmits weight data to re- 
mote locations where it is re- 


2 “—e ‘ : corded by office machines, if 
Headquarters for Weighing Systems desired. Ask for Bulletin 2017. 
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In Business 


Commerce Dept. Forecasts Big Drop 
In U.S. Auto Production for 1961 


The Commerce Dept.’s Business & Defense Services 
Administration, which had predicted 1960’s U.S. pro- 
duction of 6.7-million autos very nearly on the nose, this 
week forecast a sharp drop in 1961—to 5.8-million units 
(page 7). 

Industry observers attribute BDSA’s remarkable 1960 
accuracy not so much to a good guess on car sales 
(which were underestimated) but to a compensating rise 
in dealers’ inventories, which reached an abnormal 1-mil- 
lion units. Detroit thinks the BDSA is too low for next 
year; industry estimates ran as high as 6.6-million cars. 
The main variable—and one that may be next year’s big 
hassle between manufacturers and dealers—is what the 
ideal yearend dealer inventory would be. 

If the 1961 inventory figure ends up around 500,000 
cars, BDSA’s estimate may prove very accurate again. 


Chesapeake & Ohio Wins First Round 
In Fight with Central to Control B&O 


The first skirmish in the war between the Chesapeake 
& Ohio Ry. and the New York Central for control of 
the Baltimore & Ohio has gone to the C&O. With 
approximately 55% of the B&O’s stock tendered to it, 
the C&O is almost certain to accept the shares even 
though 80% was the original goal. 

Before a physical merger can take place, however, the 
Interstate Commerce Commission will have to give its 
approval. This is where the New York Central now pegs 
its case; it hopes the commission will find a merger 
between the B&O and it more in the public interest. 
The ICC, meanwhile, has authorized the Justice Dept. 
to intervene in both proceedings “to protect its anti- 
trust interest.” 

If the C&O is permitted to acquire control of the 
B&O, a two-step operation seems likely. The C&O 
wants to adjust maturity dates and sinking fund provi- 
sions on B&O debt while it controls the road but be- 
fore the merger is concluded. This way it can wield 
more bargaining power in talks with bond-holders. 


Tennessee Gas Transmission to Push 
Mexican Pipeline Plan Before FPC 


Tennessee Gas Tranmission Co. was expected late 
this week to make a proposal to the Federal Power Com- 
mission as another step in its $225-million project to 
pipe gas from Texas to California via Mexico. 

Southern California Edison Co. recently signed a con- 
tract with Humble Oil & Refining Co. to buy gas in 
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South ‘Texas. The big utility will then pay transporta- 
tion charges to carry the gas through the new line to 
California, and burn it to generate electricity. 

Opposition to the project has been promised by Trans 
western Pipeline Co., which serves California, and by 
Los Angeles area gas distributors. ‘They say that they 
can meet Edison’s needs, and claim the loss of this, 
their biggest customer, will bring higher rates for small 
users. 

A key issue facing FPC will be whether electric utili 
ties should be allowed to buy gas in the field for usc 
in boilers. The commission has held in other cases that 
this is an inferior use, and has also objected that it has 
no direct control over the prices for this type of sale. 

In its filings with FPC, Tennessee was to ask for a 
go-ahead on the project. 


FTC Aide Holds Foremost Dairies 
Should Shed 9 Acquisitions, Keep 40 


A Federal Trade Commission examiner has held that 
Foremost Dairies, Inc., should divest itself of nine 
acquisitions, while 40 other acquisitions cited in an 
FTC complaint should be allowed to stand. 

If the commission upholds its examiners, the decision 
will be important in other, similar complaints agaiust 
National Dairy Products Corp., Borden Co., and Beatrice 
Foods Co. 

In urging that Foremost be forced to get rid of the 
nine acquisitions, Examiner Everett Haycraft held that 
in each case the deal tended to give Foremost a 
monopoly in a given local area, or at least to lessen 
competition, thus violating the Clayton Act. 

But in the other 40 acquisitions, he held, the com- 
plaint was based only on a clause of the Federal Trade 
Commission Act that bars “unfair methods of com- 
petition.” In effect, FTC hoped to establish the prin- 
ciple that if one acquisition out of a whole series was 
illegal, then all the others would be held illegal without 
further proof that they had locally damaged competition. 


Pillsbury and Scott Paper Ordered 


To Divest Themselves of Acquisitions 


In separate antimerger cases that have been in the 
works for several vears, the Federal Trade Commission 
this week ordered a flour miller and a paper maker to 
divest themselves of merged companies. 

Pillsbury Co., of Minneapolis, was ordered to sell 
Ballard & Ballard Co., of Louisville, which it acquired 
in 1951, and Duff's Baking Mix Div. of American Home 
Foods, picked up a year later. The commission ruled 
that both deals violated the Clayton Act in that they 
might result in a substantial lessening of competition or 
the creation of a monopoly in the sale of flour and 
home mix bakery products. 

Scott Paper Co., of Chester, Pa., was ordered to 
divest itself of Soundview Pulp Co., Detroit Sulphite 
Pulp & Paper Co., and Hollingsworth & Whitney Co 
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He has ideas to sell... 35,000 of them 


He sees in a glass pie plate the perfect 
answer for a man who needs windows 
for his automatic washer but wants to 
save on development costs. 

For another man who wants to make 
a bird feeder, he has an idea about 
using glass process pipe. The price is 
low, since we already make miles of it. 

A third customer makes a popcorn 
popper. Our man shows how a glass 
bell jar lets customers see the action 
of the popper. The bell jars are already 
in stock, so delivery is quick. 


The man is one of our Industrial 
Components Salesmen. He’s a walking 
encyclopedia of facts about glass and 
the 35,000 products we make from 
glass 

He deals in ideas. Like using glass 
pipe for an industrial filter, so you car 
see what’s going on inside. Like using 
our infrared reflecting glass to shiel 
workers from hot spots. Like using 
photosensitive glass to make precis¢ 
parts without investing in costly dies 
and patter 


The next time you or someone in 
your plant has a problem, call Corning 
and ask for one of the men in our In 
dustrial Components Sales Department 
Or write for our “Product Directory” 
and “Designing with Glass.” These may 
generate some ideas of your own on 
how existing glass products might be 
adapted to your problems and products 


CORNING GLASS WORKS 
4612 Crystal Street, Corning, N. Y 
CORNING MEANS RESEARCH IN GLASS 


CORNING CAN DO ALMOST ANYTHING WITH GLASS _ fy] 
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Nation’s Largest URANIUM MILL 


7¢ 


Nuclear Fue/s Corp.. Grants. New Mexico 


ect Mitte beeen tc ae 


Here, uninterrupted functioning of valves 


is vital to continuous operation 
... $80 JENKINS VALVES were chosen 


This $18,000,000 mill, built in 1958, produces uranium oxide, 
called yellowcake, from raw uranium ore. Four to five pounds 
of yellowcake are obtained from a ton of ore by an acid leach, 
solvent extraction process perfected by Kerr-McGee Oil Indus- 
tries, Inc. The product is sold under contract to the Atomic 
Energy Commission. 


In the processing, ore and its many derivative components are 
put through so many washing operations that the mill might be 
termed the world’s biggest “laundry”. The valves controlling the 
use of plant process water are in continuous service. 


The chance of valve trouble must be minimized here. It was 
accomplished by installing JENKINS valves ...chosen on their 
record of dependable, long-life performance in critical services 
for almost a century. 


YOU PAY NO MORE when you demand these famous valves for 
your jobs. And, you gain substantial savings through reduced 
maintenance and replacement of valves. Jenkins Bros. 100 Park 
Avenue, New York 17. 


aes aes 








Jenkins Vaives control process water to the rod mill, classifier 
sections and the acid plant. Also, lines in power house and 
heating system. 


JENKINS _ 
VALVES & 


Sold Through Leading Distributors Everywhere 





—_— -— 





WASHINGTON OUTLOOK 





WASHINGTON 
BUREAU 
DEC. 24, 1960 


A BUSINESS WEEK 


SERVICE 


There will be no honeymoon for the new President either with Congress 
or the U.S. economy. 


John F. Kennedy got the word in his Palm Beach huddle with top aides. 


Key parts of his legislative program face tough fights, with some defeats 
almost certain. 


This year’s budget will probably end in the red, and next year’s is 
almost certain to do the same even if Congress doesn’t vote a dollar more 
of spending, Kennedy was advised. 


Pres. Eisenhower wants to send black-ink budgets to Congress next 
month. But Kennedy aides who have been working in the Budget Bureau 
for three weeks are convinced tax receipts are dropping too fast. 


Congressional tax experts expect deficits. 


They tell key senators a deficit of $1-billion is in sight for this year, 
instead of the $1.1-surplus predicted last October. They are not making 
estimates for fiscal 1962 until they know what Kennedy will propose by 
way of spending. 


The prospect of a deficit will not deter Kennedy. He’ll go ahead and 
propose at least his basic package of legislation—aid to education, aid to 
depressed areas, something for housing, medical aid for the aged, and a 
minimum wage of $1.25. 


Price tag for the first year: $1-biilion to $2-billion. 


Kennedy will push for more military spending, too, and thus add another 
$1-billion to $2-billion. 


This is not an anti-recession program as such. Kennedy promised all 
of it during the campaign as part of the country’s long-run needs. But con- 
troversial parts of the program will pick up added votes in Congress because 
of business softness, and Kennedy will stress this approach. 


Tax reduction will get a serious look if the recession deepens. Ken- 
nedy’s economic thinkers prefer it to a public works spending drive. 


Note who attended the Palm Beach strategy meeting: Vice-Pres.-elect 
Lyndon B. Johnson, Mike Mansfield, who will be Senate Democratic leader, 
and House Speaker Sam Rayburn. The new Budget Director, David E. Bell, 
was there for a day. Douglas Dillon, for a few hours. 


Except for these, Kennedy depended on staff aides—the men who 
worked with him as senator and who will be closest to him in the White 
House. 


No member of the new Cabinet was on hand except for Dillon. It’s an 
advance indication of the role of the Cabinet under Kennedy. Members 
won’t take the lead in formulating policy as they did under Eisenhower. 
Their advice will be sought but for the most part they will carry out direc- 
tives prepared by Kennedy himself. 


GOP charges of a Kennedy dynasty in the making will rise. 

With John Kennedy in the White House and Robert in the Justice 
Dept., there’s still Edward (Ted) among the politically active Kennedys. He 
may emerge as Democratic candidate for the Senate in 1962. 
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Brother John paved the way by insisting on the appointment of a long- 
time personal friend, Benjamin A. Smith II, to the seat he is vacating in the 
Senate. Gov. Foster Furcolo, at odds with the Kennedys, did not want 
Smith, but named him rather than cross the President-elect. 


Smith will serve only two years, until the election of 1962. If Robert 
feels he should stay in the Justice Dept., Edward will be in line. Edward is 
giving up plans to practice law in California and will settle instead in 
Boston. Only 28, he is personable, outgoing. 


The Kennedys are unruffled by charges of family favoritism, keep the 
light touch, even in private. Inside the Kennedy home in Washington, when 
Robert was waiting his turn to appear on the front stoop where his appoint- 
ment would be announced, the President-elect said, “Bobby, you should at 
least smooth down your hair.” “You can’t talk like that to me anymore,” 
Robert said. “I’m Attorney General now.” 


Kennedy’s hunt for second-level aides picks up speed. 


This week he found his Deputy Secretary of Defense—Roswell L. Gil- 
patric, New York attorney and Under Secretary of the Air Force under 
Truman. He’s a strong Air Force advocate. 

Walter W. Heller will head the Council of Economie Advisers. Heller, 
chairman of the Economics Dept. at the University of Minnesota, is a 
top ranking professional in the field of taxation. He favors using the 
federal budget more actively as an anti-cyclical tool, with less reliance on 
interest rates. 

Mortimer M. Caplin is a hot prospect for internal revenue chief. Caplin 
taught both Robert and Edward Kennedy at the University of Virginia, 
where he holds a law professorship. Caplin is a law partner of former 
Virginia Gov. John S. Battle, a Kennedy supporter. 

Labor is seeking more jobs. The push is to place men in key spots 
outside the Labor Dept. 

Joseph D. Keenan is a front-runner for manpower chief in the Pentagon. 
Keenan, secretary-treasurer of the International Brotherhood of Electrical 
Workers, is one of the AFL-CIO’s big political operators. 


Other contenders for key jobs: 

Antitrust chief: Herbert N. Maletz, counsel for Rep. Celler’s antitrust 
subcommittee; Harold Leventhal, general counsel of the Democratic Na- 
tional Committee; Victor H. Kramer, onetime antitrust lawyer, now with 
the Arnold Fortas & Porter law firm. 

Under Secretary of State for Economic Affairs: George W. Ball, an old 
associate of Adlai Stevenson and a specialist on European affairs. 

Special White House Assistant for National Security: Paul H. Nitze, a 
top Kennedy thinker. The plan is to make the job more important than it 
was under Eisenhower. 

Ambassador to the United Kingdom: Dean Acheson or David K. E. 
Bruce. 

White House assistant for science: Jerome B. Wiesner of MIT. 

Ambassador to NATO: Gen. Maxwell D. Taylor (ret.). 


For a top job in the Treasury: Leonard E. Kust, general tax counsel for 


Westinghouse Electric Corp. 
Contents copyrighted under the general copyright on the Dec. 24, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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MR. STRONGBOX 


An Owens-lilinois trademark 


LOCALIZED SERVICE FROM: 


Atlanta, Ga. Long Island City, N. Y. 
Aurora, Ind. Los Angeles, Calif. * 
Bradford, Pa. Madison, III. 
Bristol, Pa. Memphis, Tenn. 
Chicago, Ill. Mercedes, Texas 
Dallas, Texas Miami, Fla. 
Detroit, Mich. Milwaukee, Wis. 
Flint, Mich. Minneapolis, Minn, 
Jacksonville, Fla. Newark, N. J. 
Kansas City, Mo. Oakland, Calif.* 
Salisbury, N. C. 
*These plants operated by National 


Container Corporation of California, 
subsidiary of Owens-Illinois. 





How Owens-lllinois corrugated box design 
cuts handling costs 


The Owens-Illinois concept of designing the right package for the right job can 
benefit you—no matter what your product is. 

The 5-Tray Produce Pack, above, cuts handling costs—in some cases as much as 
80%. This is because local handling charges often are based on the number of 
boxes, not the size and weight. Here, five trays become one unit and each can be 
removed for product display without rehandling contents. 


Because it's light, yet tough, the 5-Tray Produce Pack cuts shipping costs and 
gives ample product protection. Perhaps our package engineering can help you, 
too. If O-I can’t package it in corrugated, nobody can! 


PAPER PRODUCTS DIVISION Owens-ILuINoIs 


FORMERLY NATIONAL CONTAINER GENERAL OFFICES + TOLEDO 1, OHIO 
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It Looks Like a Lenders Market 


Any businessman who i 
the cost of money going down substan 
tially next 
disappointed 
1961 shapes up as another vear of tight 
—and expensive—money for bor- 
rowers. The 
produce a dramatic reduction in inte1 
est rates is a_ full-fledged 
which neither lenders nor borrowers ex 
pect. 

True, there’s been a declin« 
term rates in the bond market over the 
past few weeks, which mat 
into next Short-term 
came down this week. And many bor 
rowers are convinced by this that they 
will be able to raise funds more cheaply 
next vear 


counting on 
vear seems likely to be 
From all indications, 
most 
one situation that could 


depression, 


in long 


ontinuc 
rates also 
} 


vCal 


But most monev market men think 
that this decline, while an overdue r 
action to the lederal Reserve's policy 
of active ease, will be short-lived. They 
sav that, in the absence of a boom 


money rates usually slide around the 
turn of the vear, so that the present 
trend should not be taken as an indica 


tion of things to come 

On the some bond deal 
ers think chance of a stiff 
increase in rates later next veat 
the peak of the 1959 tight 
period 
¢ Paradox—The outlook of relatively 
firm rates at a time the Fed is 
pursuing an easy credit policy and busi- 
slumping paradoxical 
But most bankers believe the fear of ac 
celerating the drain on the U.S. gold 
stock will keep the Fed from taking 
fresh steps to reduce 
Vhev insist that 


drop in 


contrarv, 
there’s a 
rivaling 


mone 


when 


ness 18 sccm s 


short-term rates 
without a substantial 
short-term rates, the long-term 
| 


sector cannot show anv large-scale ce 
cline 

In 1960, short-term rat registered 
1 fairly big reduction. But until the 
last few weeks, long-term rates showed 
only a mild decline. So the prospect 
is that when and if the credit situation 
is reversed, short-term rates will rise 
much more markedly than long-term 
rates. In fact, if the business recover 
is a sharp one, short-term rate yuld 
soar 

This view is backed up bv lenders 
who are betting that the decline in 
loan demand, which became apparent 


in the second half of 1960, i 
end. Bankers, for example, sav that 
business will need 


nearing its 


short-term funds to 
finance inventory restocking fairly soon 
And long-term institutional lenders do 
not expect anv substantial dr 


porate expansion plans or in borrowing 


p in Or 


for expansion 
lhe big life insurance mpanies, in 
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fact, report that forward commitment 


to corporations are higher today than 


thev were a vear ago—when demand wa 


pressing. ‘This should serve to put a 
| 5 

floor under rates 

¢ Economic Upturn—Lenders ire 


chiefly influenced by their expectations 


ibout economic conditions. A major 
itv think that the economy will turn 
up bv the third quarter of 1961—som« 
put the upturn even sooner 

But many economists also expect 


i. sizable federal deficit next vear, which 
would mean the 
with 


Treasury would be 
competing corporate 
‘his, too, would tend to push up rates, 


New York banker to 


interest rates will be 


demanc 


ind leads one 
predict that 


1960 


Dota: Investment Dealers Digest; Standard & Poor's Corp. 
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|. The Borrowers’ Case 


If borrowers at roiling to get 


breaks from lenders, it will probablv be 


in the next few month Ihe 
months of the year are usually a_ pe 
yf slackness in loan demand id, w 
the Fed easing, funds are available. A 
good number of banks are now agg 
sively soliciting loans, and some in 
ince companies say th have m« 
money available for single deals than 
thev' ve had in ym tim In S 
I’'rancisco, in fact, borrow 
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vinced that the prime rate—now at 44% 
—may come down again.) 

¢ Better Deals—Some corporate treas- 
urers also can point to making better 
deals with lenders than they were of- 
fered only a short time ago. A medium- 
sized finance company says it borrowed 
$3.5-million at one-quarter of a point 
better than it could have three months 
ago. And International Shoe Co. re- 
cently refinanced a $30-million loan on 
which it was paving 34%, with a $50- 
million loan at 428%. ‘he company is 
pleased with this borrowing. It isn’t 
required to make any principal repavy- 
ments for 10 years, allowing it full use 
of the funds for its planned expansion 
into the retail ficld, and the extra capi- 
tal also should climinate the need for 
any substantial short-term financing. 

Deals like these two should be more 
typical in the next few months. But 
the chances are against a_ borrower's 
market, and most corporations that 
don’t enjoy a prime credit rating at the 
banks and national acceptance among 
institutional lenders have to bargain 
hard. 
¢ Consolation—One consolation is that 
lenders aren’t in a position—so far, any- 
way—to pick only the sweetest deals. 
They’re still asking for stock options on 
private deals and five-vcar non-refund- 
ing provisions on public deals, but be- 
cause loan demand has slackened and 
the supply of lendable funds has risen, 
they’re not in a position to squeeze bor- 
TOWCTS. 

But while rates could work lower, few 
bankers think the prime rate will be re- 
duced. (One dissenting voice is a Chi- 
cago banker, who thinks the prime rate 
will fall within the next six months.) 
Banks have more idle funds available 
for loans, but they still report that they 
are pretty choosy about dealing with 
marginal borrowers. And _ they're not 
apt to reduce their rates unless demand 
falls off appreciably. 

A similar stand is taken by institu 
tional lenders. Says the senior officer of 
an Eastern life insurance company: 
“All this recession talk isn’t borne out 
by the volume of loan applications com- 
ing across my desk. Companies are go- 
ing ahead with their spending and bor- 
rowing plans for next year. There may 
be a slight drop in capital spending, but 
I don’t think it will be too big.” 
¢ Private Lenders—Private lenders with 
heavy commitments will strive hard to 
keep rates for private placements from 
falling. A number say that 53% should 
be the floor on all but the very best of 
private sales. The companies admit that 
there are plenty of big companies that 
merit a lower rate, but their attitude is 
that if the big borrowers want cheaper 
funds they can go into the public mar- 
ket. 

Prudential Insurance Co. of America, 
whose loan demand is more on the 
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skimpy side than many of its competi- 
tors, has still made only one loan at 
less than 53% in the past vear. Another 
insurance company, which is fully com 
mitted for the next six months, savs, 
“We haven't come close to that figure, 
and we're not likely to in 1961.” On 
the other hand, a Chicago company 
savs it is down to 54%. 


ll. Firming Up 


Che outlook for high—and_ possibly 
higher—rates next vear is based chiefly 
on the belief by most lenders and bor- 
rowers that business will turn up some- 
time around the third quarter, bringing 
with it a rise in corporate demand for 
funds. 

There’s a definite feeling that once 
the cconomy turns around, the Fed will 
move swiftly to tighten credit. This is 
reflected in the investment policies now 
being followed by most commercial 
banks. In previous periods of ease, they 
were big buvers of government bonds 
in the three-to-ten-vear maturity range, 
and found themselves stuck with losses 
when the Fed reversed itself. This vear 
they have been buying mainly short- 
term Treasuries, partly because vields 
were attractive, but partly because they 
do not want to be caught with big hold- 
ings of longer-term issues that will be 
hard to dispose of when loan demand 
begins turning up. 
¢ Sophisticated Investors—Government 
bond dealers also report that most in- 
vestors are much more sophisticated 
today—and are also staving away from 
the longer-term paper. This applies to 


corporates as well, unless the coupon 
is so attractive that lenders fecl they 
cannot Iet them go by. 


As long as banks—and other investors 
—stick to the short-term sector, the 
long-term sector won’t be flooded with 
additional funds, and long-term rates 
won't be under pressure. 

Another force holding up rates is 
business demand, which is still gener- 
ally high, although there has been some 
stickiness in inventorv, consumer credit, 
and mortgage credits. The widespread 
existence of idle capacity and the 
squeeze on corporate profits probably 
will dampen capital spending some, but 
underwriters think the odds are against 
any big drop. They say the modest 
recession will be used by a number of 
corporations to modernize facilities at 
lower rates than they could get in more 
prosperous times. 
¢ Money Supply—At the same time, 
the availabilitv of funds will be limited 
Unlike other periods of credit ease, 
there has been little monetary expan- 
sion. The big city banks say they are 
still squeezed, that “statistical ease,” as 
they call it, hasn’t helped any. “For 
one thing,” savs one Eastern banker, 
“excess reserves in the banking system 


are mostly in the smaller banks, and 
they haven’t flowed up to the money 
centers.” 

The money supply is expected to rise 
gradually over the next few months, 
but lenders say that they will still be 
limited. 

All these factors should tend to keep 
rates firm. And if the business recovery 
is a sharp one, there could even be an 
explosive increase in short-term rates. 
As C. Richard Youngdahl, of Aubrey 
G. Lanston & Co., Inc., points out, the 
turnabout in rates in 1960 came largely 
as a result of a shift in investor attitude 
away from a belief that inflation was 
inevitable. If this belief is restored, 
then rates could climb back in a hurry. 


Ill. Equity Financing 


The nation’s corporations next year 
still will do most of their financing 
through internally generated funds—re- 
tained carnings and depreciation accru- 
als. Corporate saving is still the sim- 
plest, cheapest, and most natural way 
to build a business. 
¢ Big Volume—But underwriters think 
there will be a big volume of corporate 
offerings. Long-term security offerings 
for new capital should amount to about 
$9.7-billion in 1960, a little higher than 
1959’s $9.4-billion, but appreciably be- 
low the $10.8-billion in 1958. Under- 
writers expect no decline next year, 
although they don’t expect to have so 
good a year as 1958. 

As usual, most of this will be debt 
offerings, because of the tax advantages 
of treating interest cost as a deduction. 
Underwriters expect that corporations 
will take advantage of easier long-term 
rates and inventory reduction to in- 
crease their bond offerings, and pay off 
bank loans in the process. 

The high levels of stock prices, 
though—and prospects of a new bull 
market (page 77)—should result in 
another active year for equitv financing. 
Smaller corporations should find the 
equity route particularly attractive, 
especially during the second half of the 
vear, once the poor earnings record of 
late 1960 wears off. 
¢ Rough Sledding—Underwriters say 
that some industries whose prices have 
been highly volatile will have rough 
sledding in selling new stock. Thus, 
some electronics shares—where the stock 
price has risen to a point where book 
value and earnings no longer are rele- 
vant—may have to finance their offer- 
ings through shareholders, rather than 
sell stock to the public. 

But it would be surprising if many 
corporations didn’t take advantage of 
the high level of equities to raise per- 
manent capital. The number of stock 
offerings has increased over the past few 
years, and 196] should not be an 
exception. END 


Finance 31 








T-Men Eye Overseas Tax Havens 


The Internal Revenue Service will intensify its scrutiny 


of income earned abroad by U.S. corporations. It wants to 


be sure it isn’t being done out of any lawful revenue. 


When the Internal Revenue Servicc 
last week sketched out its plan for get 
ting U.S. corporations to provide morc 
details on their foreign operations and 
(BW—Dec.10°60,p88), it set 
the stage for what could be a new and 
dificult era for 
abroad 

IRS in effect 
intends to intensify its 
come earned abroad by U.S. companies, 
which amounts to a 
Over the past 10 vears, American com 


' 


income 
OM pani S 


operating 


that it 


scrutiny of in 


served noticc 


substantial sum 


panies have been inves ing an increas 
ibroad, and 


with hand 


ing amount in operations 
thes been 
some earnings 
IRS wants to make sure that it hasn’t 
been done out of any tax revenues that 
should have flowed back to the U.S 
According to a New York tax attornev, 
Paul D. Seghers, “The moment of 
truth is here for U.S. taxpavers who 
have taken steps to postpone and mini 
mize. U.S. taxes on overseas 
lor one thing, dividends to U.S. par 
loans, 


have rewarded 


IncomNC 


ents, disguised as mav be un 
masked.” 
¢ Focus on Tax Havens—While all 
overseas operations will be subject to 
more rigorous inspection, corporate tax 
that IRS will 
on corporate use of tax-haven countries, 
which has gained increasing popularity 
device for accumulating profits 
from foreign operations. Corporations 
understandably are reluctant to discuss 
the use of tax-haven countries, but therc 
is no doubt that the de 
on 
Here's 

countries offer a corporation 

e Bermuda and the Bahamas lev 
no income tax of any kind 

e Panama, Liberia, and 
don’t tax income derived 
borders 

e Canada exempts from taxation 
the foreign income of Irporations 
meeting special requirements of the tax 
laws 


managers expect focus 


as a 


ce has caught 


a rundown of what different 


Jamaica 


outside their 


e Switzerland, Liechtenstein, and 
Luxembourg have special provisions 
that exempt income tax upon holding 
companies 
¢ Tax Advantages—Setting up a base 
company in these tax sanctuaries offers 
great tax advantages to U.S. corpora- 
tions, particularly for shifting profits 
from one foreign country to another 
More than 200 top-drawer companies 


have set up operations in tax-haven 
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countries, and many smaller firms have 
followed suit, or are studving the possi 
bility 

Interest in tax havens is largely duc 
te the fact that U.S. tax law permits a 


company to accumulate profits abroad 


tax-free. ‘Tax is deferred until dividends 
are remitted to the U.S. parent 
Through the tax haven, which offers 
low taxation to stimulate trade and in- 


vestment, a U.S. company can accumu 
late earnings that can be stored for all 
sorts of purposes—to make new invest- 
ments abroad, to promote exports, to 
extend export credit, or just as a reserve 
in case domestic operations tail off 


|. Flexible Device 


U.S. companies have learned to 
stretch the use of the tax haven in all 
of these wavs, Pfaudler-Permutit, Inc 
for one, set up Pfaudler Development 


Corp. in Panama in order to buy a 
Mexican company. The profits from the 
Mexican company have been used to 


build up other South American opera- 
is well as its Mexican 
Koppers Co., Inc., has a Venezuelan 
subsidiary that handles all of Koppers’ 
overseas operations, except those in 
Great Britain. In Switzerland, Rockwell 
Mfg. Co. has a subsidiary as a funnel 
for all of its If it 
goes through with its plan to build a 
piant in India, it will use funds accumu- 
lated in the Swiss operation to finance 
it 
e Under Fire—The tax haven idea 
seems bound to pick up momentum 
because of the establishment of the 
Common Market, which will tend to 
penalize companies that do not have 
operations in one of the member na- 
tions. But there’s a good deal of ques- 
tioning of tax havens—not only by IRS 
Some economists sav that the deficit 
in the U.S. balance of payments 
accentuated by the use of tax havens 
particularly by the decline in remitted 
earnings. There’s talk now that the 
Kennedy Administration will attempt 
to make U.S. companies exercise more 
self-control in setting up tax-haven 


tions ictivifies 


overseas investments 


bases. There’s even talk of forcing 
repatriation of profits. 

Sen. Albert Gore (D-Tenn.), for one, 
1 critic of the present tax deferral 
program, says he is contemplating legis- 
lation that would require U.S. cor 
porations to pay taxes on a certain 
percentage of income earned and re 


by a subsidiat But re 


tained overseas 


is not vet working on such a bi 


(Some foreign countries a i ) 
vately concerned about some U.S 
manufacturing operations overs 
ticularly where profits are siphon t 
other countries and no, or little, tay 
ire paid to the host country 
¢ Corporate Defense—There is nothing 
illegal about the use of tax havens, 
ind U.S companies resent infer 
ences that they ire evading t 
through this device. As they see it, it 


the prudent taxpayer 
ivoid taxation \ pokesman_ f 
Pfaudler-Permutit savs, ““We owe it t 


r¢ sponsibility t 


our stockholders to take advantage of 
everv law on the books.” 

Corporate managers also say th 
availability of a tax shelter is not the 
motivating reason for overseas invest 
ment. Dennis J. O’Connell, president 
of A. OQ. Smith International S.A 
which is a Venezuelan subsidiary of the 
U.S. parent, says, “You must also have 
a good business reason—lower shipping 
costs, cheaper wage structut better 
custom duties, and above all a market 


necessity for 
factor in 


O’Connell savs that the 
credit abroad also is a 
setting up fore) 


points out that man 


major 
gn subsidiaries He 


Muropean govern 


ments give credit insurance that en 
ables a purchaset to borrow the big 
sums he needs for an investment in 
heavy equipment In the U.S., savs 
O'Connell, “we do have the Export 


Import Bank, but that’s limited. You 
could beat foreign competition in qual 
itv, but when it 
foreign government 
the buver to get the 

The corporate 
over the long pull, deferral of taxes 
will pav off. Companies insist they are 
not investing abroad to make a fast 
buck, but to build up business for the 
long haul. If they 


omes to 
] 

makes it easier fo! 
money 


viewpoint also is that 


ire successful, they 


sav, their companies will generate an 
increasing amount of earnings and 
eventually will remit sizable dividends 


to the U.S. This, thev add, is 
f strength for the balance of pavments 
picture 


1 souTCE 


ll. Advantages and Abuses 


+ r 


} 
} 
I I 


there s an 
there ha 
tax-haven privilege, 


‘Tax attorneys admit 
side to the story Chev sav 
been abuses of the 
principally in the transfer of assets. For 
example, one attorney says 
many instances of Swiss subsidiaries of 
American firms that receive payment f 
management consulting services that 
actually are performed by the U.S 
home office 


there are¢ 
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Another attorney questions whether 
American firms and their subsidiaries 
operate at arm’s length, which is re- 
quired by law. He cites a U.S. com- 
pany that is manufacturing a consumer 
product in Japan. It sells the item to 
a Panamanian subsidiary that, in turn, 
sells it at a big markup to the U.S. 
manufacturers’ sales company. The 
profits of the Panamanian subsidiary 
are then lent out for expansion of the 
Japanese operation, and for other pur- 
poses. 

Admittedly, there are some abuses. 
But the advantages are real, and cor- 
porations with foreign operations can- 
not afford to overlook them: 

¢ Capital often can be accumu- 
lated faster than in other foreign coun- 
tries, which have higher tax rates—and 
certainly faster than in domestic opera- 
tions. Capital also can be used to estab- 
lish a new foreign subsidiary in a 
country where the tax rates are also low 
—either through statute or negotiation. 

¢ The overseas operation can be 
used to license foreign firms, thus ac- 
cumulating revenue from licensing as 
capital free of any U.S. tax. 

¢ Financing is made easier. A 
U.S. parent, for example, may prefer 
to finance its subsidiary through tem- 
porary loans rather than by use of per- 
manent capital. Repayment of such a 
loan, however, runs the risk of being 
considered a dividend subject to U.S. 
tax if it exceeds paid-in capital. Any 
such risk is avoided i* the loan is made 
by a base company in a tax-haven coun 
try. 

e The foreign subsidiarv can be a 
funnel for other investments. At times, 
it may accumulate more fuads than the 
U.S. parent believes it can use to ex- 
pand its own overseas operations. In 
that case, it can provide funds for 50-50 
ventures, or other equity or money mar- 
ket investments. 
¢ Not Fool-Proof—No _ international 
manager considers the tax haven as a 
fool-proof means of operating. It de- 
pends, most of them say, on the type 
of business the company is involved in, 
the attitude of the host country, and 
whether it’s worth the effort to set up 
shop. In most cases, the advantages 
scem to outweigh the disadvantages. 

One drawback is that expenses for 
tax-haven companies are growing. The 
U.S. Treasury frowns on mere letter- 
head corporations, and more corpora- 
tions are beginning to feel they should 
put more personnel abroad. 

The procedures also are complicated. 
For one thing, Treasury rules require 
that the title to goods be passed out- 
side the U.S. arid that trading be 
handled at arm’s length for a company 
to qualify its income as “foreign.” Prior 
approval of IRS also is needed to make 
tax-free the transfer of patents, trade- 
marks, goodwill, and other assets be- 


BUSINESS WEEK e Dec. 24, 1960 


tween the parent and the subsidiary, 
and IRS has brought a number of suits 
against companies trying to qualify 
their subsidiaries as. true foreign com- 
panics. . 

Some companies, in fact, have had 
second thoughts about setting up tax- 
haven bases. Allis-Chalmers Interna- 
tional, with subsidiaries in four foreign 
countries, studied tax shelters, but de- 
cided against it. Gillette Co.’s treasurer, 
Malcolm Stewart, is another who thinks 
the reason that tax havens haven't 
gained more popularity is the compli- 
cated procedures involved. Gillette pre- 
fers to finance its overseas operation in 
“Boston Gillette tax-paid dollars.” 


Ill. Going Swiss 


In selecting a foreign base, companies 
study more than the tax angle. Among 
other things, they look for good bank- 
ing connections, good operating condi- 
tions, a stable political situation, clarity 
in legal rulings, and proximity to mar- 
kets. 

Switzerland fits the bill better than 
any other country. So more top com- 
panies. have located there than any- 
where clse, particularly in the past few 
vears as U.S. companies have staked 
out investments within the Common 
Market arca. But Panama and Ven- 
ezucla also have their share of tax-haven 
companies. 

There are over 200 American com- 
panics operating tax-haven bases in 
Switzerland, many of them engaged 
only in sales or service activities. Among 
the biggest are Chrysler International 


S.A., du Pont de Nemours Interna- 
tional S.A.. AMF Overseas Corp., 
Westinghouse Electric International 


S.A., and Union Carbide Europe. 
Chrvsler International, for instance, 
directs an assembly plant in Rotter- 
dam, a truck plant in Antwerp, and 
factories in Australia and Venezuela. A 
Chrvsler official once estimated that 
Swiss taxcs on his company’s operations 
ran under 10%. Taxes have to be paid, 
of course, on subsidiaries in’ other 
foreign countries, with foreign — tax 
credits provided when profits are re- 
mitted to this country. 
¢ Climate Aside—For one __ thing, 
Switzerland makes an ideal base be- 
cause its taxes arc low—federal income 
taxes range from 3% to 8%. Vor 
another, tax treaties with other coun- 
tries often favor Swiss corporations. 
Even more, special advantages are 
given to holding companies by a num- 
ber of Switzerland’s individual cantons, 
which have been willing to make big 
tax concessions in order to attract U.S 
companics. Tax attorneys cite the can- 
tons of Fribourg, Geneva, Glarus, Gri- 
sons, and Zug as the most liberal. In 
these cantons, where nonresident com- 
panics are cxempt from all but a few 


small taxes on capital and_ reserves, 
holding companies pay no cantonal tax 
on net profit. This means that a hold- 
ing company that derives all of its earn- 
ings from the dividends of Swiss 
incorporated subsidiaries pays relatively 
minor levies. 

American companies have used 
Swiss base companies in many ways 
—as a trading company owned by 
the U.S. parent, which purchases the 
parents’ products, then resells them; as 
a holding company that owns equity 
in non-Swiss manufacturing facilities; 
as a Swiss branch of a base company in 
another tax haven, which, among other 
things, can invest in the short-term 
money market. The tax rules for these 
companics are complicated, and often 
must be negotiated, but corporate ex- 
ecutives savy they're worth the trouble. 

Other countries offer similar tax ad- 
vantages. l’or example, Business Interna- 
tional, a service that keeps up to date 
on the operations of U.S. companies 
overseas, points out that Panama _ has 
encouraged U.S. corporations to locate 
there by a vigorous tax program, and by 
“periodically liberalizing its legislation 
regarding international trade.” 

For one thing, Panama’s withholding 
tax on dividends does not apply to 
dividends paid out of foreign-source 
income. A trading office in Panama, 
moreover, may buy and sell goods 
throughout the world without incurring 
any liability for Panama income taxes, 
provided that the goods never settle in 
Panama. 

Major corporations that have sct up 
shop in Panama, for one reason or 
another, include H. J. Heinz, Reynolds 
Metals, Schering Drug, and Dow 
Chemical. 
¢ Pros and Cons—The profits of com- 
panies operating abroad is little short 
of spectacular, and international man- 
agers sav that this is partly because of 
the use of tax havens. Tax sanctuaries, 
they add, have contributed to foreign 
prosperity, which, in turn, means a 
greater demand for U.S. exports. 

Yet some corporations that cmploy 
tax havens are frankly discouraged by 
their use. One company official explains, 
“It’s not a good thing when U.S. com- 
panies are forced to incorporate sub- 
sidiaries in other countries mercly to 
remain competitive. This points up the 
weakness of our tax structure, and sug- 
gests ways where we could overhaul it.” 
One way, he says, is to provide some 
form of tax forgiveness on overseas carn- 
ings to encourage a faster return of earn- 
ings. 

Other corporations press for a new 
version of the Boggs bill, which was 
blocked in Congress last year. ‘That 
would extend the same tax deferral 
advantages to overseas branches of U.S 
corporations that overseas subsidiarics 
now enjoy. END 
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Keystone State Knocks the Props 


From Under Some Bank Credit Plans 


Pennsylvania is cracking down on bank consumer 
credit plans. As a result, several big Philadelphia and 
Pittsburgh banks that moved to expand their consumer 
credit activities in 1959 may be forced to cut back or 
climinate some of their operations. ‘This could lead 
to cutbacks in other states 

Targets of a state investigation are charge account 
banking and revolving check credit, the new bank credit 
plans that became the rage last year (_BW—Mar.7°59, 
p55). According to Anne X. Alpern, Pennsylvania's 
attorney general, some charge account banking plans 
violate both the state usurv laws and the state banking 
code. ‘The state hasn't made up its mind about revoly 
ing check credit yet—it is still “investigating.” 

Banker reaction to the double-barreled attack on their 
services was mixed. The attorney gencral’s opinion on 
charge account banking “might be the straw that breaks 
the camel's back,” one banker concedes. “The banks 
weren't making much money on the plan anyhow.” 

Hlowever, one Philadelphia bank is certain that its 
revolving check credit plan would be approved by state 
authorities. “The interest rate is legal,’ a spokesman 
for the bank said flatly. Pittsburgh National Bank is 
cqually confident. A bank official said: “We have no 
fears of anv crackdown for two reasons: Our interest 
rates were approved before we started the plan, and our 
rates are within the legal limits.” 


Britain, Switzerland Were Biggest Buyers 
Of U.S. Gold During the Third Quarter 


The Treasury Dept. last week took the wraps off a 
closely guarded secret—the names of the countries re 
sponsible last summer for turning the drain on the U.S. 
gold stock into a flood. But despite the secrecy, there 
were no surprises in the announcement 

Britain, which has been the target of hot money in 
search of high vields in the London money market, was 
the biggest gold buyer in the third quarter, buying $200- 
million. Switzerland, the traditional haven for “scarce 
capital,” was next; its buying came to $160-million 
Netherlands was third, with purchases of $110-million 
(he Dutch have been gaining dollars because of U.S. 
buving of Dutch common stocks, chiefly Philips Lamps, 
the big electronics company 

In a sense, the ‘Treasury's statistics are misleading be- 
cause West Germany, the biggest dollar gainer of all, 
showed no gold purchases. The Germans, under a gen 
tleman’s agreement with the Treasury, have been satis- 
fying their gold needs in the open market without buying 
from the U.S. But the U.S. obligation to convert the 
swollen German dollar holdings {which now total over 
$3-billion) into gold still stands 


34 Finance 


The outflow of gold, meanwhile, continues unabated 
In the week ended Dec. 14, $204-million in U.S. gold 
was transferred to foreign central banks. ‘This was chiefly 
the result of purchases of sterling by the Ford Motor 
Co., in connection with its offer to buv out shareholders 
of Ford of England (BW—Nov.19°60,p50). It was the 
second highest weekly gold loss on record, topped only by 
the $218-million loss of week ended Nov. 9. This more 
than canceled out the gain of the previous week, when 
the International Monetary Fund sold $300-million in 
gold to the U.S. The U.S. gold stock now stands at 
$17.9-billion, down $1.5-billion so far this year, 


Georgia-Pacific Stockholder Charges 


Conflict of Interest in Purchase 


Georgia-Pacific Corp. was the center of another con 
flict of interest storm this week. A G-P stockholder, 
Robert S. Gavnor of New York, filed suit in Portland, 
Ore., to undo a deal in which G-P bought a subsidiary 
from one of its own officers for $4.1-million, a price which 
Gavnor says was “excessive by at least $2-million.” 
Gaynor also charged that G-P has been selling timber 
to the subsidiary, Plywood Products Corp., at “‘inade- 
quate prices.” John S. Brandis, a G-P vice-president, 
was also president and controlling stockholder of Ply: 
wood Products before it was sold to G-P in June 

The Gaynor lawsuit clearly stems from the ruckus 
last summer over disclosure both of Brandis’ dual role, 
as well as the tax arrangement worked out by Carrol M 
Shanks, a G-P director, on a G-P timber deal. Shanks, 
who is also president of Newark’s Prudential Insurance 
Co. of America, which is a substantial lender to G-P, 
later relinquished his tax avoidance scheme under pres 
sure from New Jersev insurance authorities 

G-P is apparentlv unworried about the lawsuit. Rob 
ert Nias West, partner in the law firm of Shearman & 
Sterling & Wright and a G-P director, says “there isn’t 
a particle of merit in it.” Another source close to G-P 
savs that “Mr. Brandis’ interests in Plywood Products 
have been a matter of public record right along—the 
purchase negotiations were conducted at arms length.” 


Finance Briefs 


Financier Edward M. Gilbert, who won a celebrated 
stock market battle for control of E. L. Bruce Co., the 
1 flooring manufacturer, this 
week announced achievement of a long-time goal. Em 
pire National Corp., which is controlled by his family, 
now has over 80% of Bruce’s shares, and will be abl« 
to consolidate earnings 


nation’s largest hardwooxc 


The scandal at Arizona Savings & Loan Assn. (BW — 
Aug.8’59,p49) has finally ended in the criminal courts. 
Last week, a federal grand jury indicted V. F. Kanan, 
former Arizona S&L president, and seven others on 22 
counts of alleged fraud and “deceptive conduct” in the 
“looting of the association.” So far Kanan has had no 
comment, but he is expected to plead innocent when he 
is arraigned in January. 
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Fuel Cell Hits 60% Efficiency 


M. W. Kellogg Co.’s sodium-mercury fuel cell is being 


developed for use as military power plant. Westinghouse 


reveals an entirely. new concept in power conversion. 


A new kind of fuel cell, one that uses 
an amalgam of sodium in mercury and 
oxvgen to produce electricity (picture), 
was revealed this week by M. W. Kel- 
logg Co., a subsidiary of Pullman, Inc. 
Hitherto, the $764,000 project for the 
Navy's Bureau of Ships had _ been 
blanketed in security. 

Kellogg is now trving to adapt the 
fuel cell as a practical power plant for 
military use. Its engineers don't 
anticipate much trouble: The sodium- 
mercury cell’s efficiency is 60%, high 
compared with such other fuel cells 
as the Hydrox, which burns hydrogen 
in liquid oxygen, or the Carbox, which 
burns a hydrocarbon fuel in oxygen. 

Early prototvpes of the Kellogg 
cell produce only a modest 75 kw., but 
the individual cells can be hooked 
together. Like the other fuel cells, the 
Kellogg cell develops only direct cur- 
rent. But each cell develops twice the 
voltage of the Hydrox and it weighs only 
1/30th as much as lead-acid storage 
battery with an equivalent power out- 
put. 
¢ Commercial Use—How soon the Kel- 
logg cell can be adapted for commercial 
use is another matter. 

Five different tvpes of fuel cells are 
being studied (BW —Jun.27°59,p45), 
and major efforts are also being made 
to develop all sorts of thermionic, 
thermoelectric, and magnetohydrody- 
namic power converters (BW —Apr.9 
‘60,p155). Among the companies in the 
field besides Kellogg are General Flec- 
tric, Westinghouse, Allis-Chalmers, 
Avco, Lockheed Aircraft, Minnesota 
Mining & Mfg., Thompson Ramo 
Wooldridge, RCA, and Ionics, Inc. 
¢ Why the Fuss?—The layman often 
isks how come all this interest in a 
field which, for now, has no ciamoring 
commercial market. For some scien- 
tists, it is the demands of space 
technology that have brought the hev- 
day of the off-beat power converters. 
They argue that in the space field the 
other converters don’t have to com- 
pete with the high efficiency of the 
steam turbine. 

Generally, scientists see good reasons 
for new attacks on the conversion field. 
They argue that just because over the 
vears the steam turbine has _ been 
brought to a point where it tops all 
competitors is not a proof that it will 
always be the most efficient power 
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source. New materials developed since 
World War Il already made the 
fuel cell feasible for specialized military 
why shouldn't other materials 
come along to make them equally use- 
ful for some commercial purposes? 


h ivc 


uses, 


Dr. C. Guy Suits, GE’s vice-president 
and directo yf research, thinks 
individual mpanies are being drawn 
to conversion research by the growing 


complexity of industry and its products 
“Energy is the basic multiplier under- 
lying all productive activity in industry, 
in transportation, in communications, 
and to a certain extent in the modern 
home,” he says. “Progress in energy 
conversion and production may thus ex- 
ert leverage on vast dependent activ- 
ities.” 

Researchers in the conversion field 
hope to eliminate some of the steps in 
conventional methods, and to bring 
added efficiency by combining the new 
converters with the established systems. 
e The Turbine — It’s traditional to 
think of practical energy converters as 
massive affairs located either near cheap 
sources of fuel, or near transportation 
that can bring the fuel cheaply. The 
electricity produced is then transmitted 
to the customers through a distribution 
network centered on a single station 


The best 
that convert heat to electricity with 
an efficiency of about 40%. That kind 
of efficiency takes a very big setup, 
something that can produce better than 
150,000 kw (hey are quite heavy 
(about 10 Ib. per kw. of capacity), and 
costly n $35 and $40 per rated 
kw.). This is the rough standard by 
which all power stations are 
rated today 
For p rtable 


np} mrs 
P tits 


re turbine-generators 


(betwee 
central 


ir remote power plants, 


the standards are different. Thus in 
space vehicles, energy converters are 
rated in terms of lightness, compact 
ness, versatility, or their ability to be 


recharged by the sun 
e¢ New Approach—For any use, scien- 
tists are tantalized by: the thought that 
some as vet undreamed of converter 
mav be the best of all. That’s the di 
rection in which Westinghouse FE] 
tric is groping in the new conversion 
idea it discussed before the American 
Rocket Society meeting last week 
Westinghouse has found that certain 
combinations of ceramics and metal: 


can produce electricity when thev ar 
























































KELLOGG FUEL CELL 
tricity out of the reaction 
mercury with water. 


produces elec- 


of sodium in 


heated. In the first test, the combina- 
tion was a piece of iron coated with 
ordinary vitreous enamel, which in turn 
had a thin silver covering. At heats 
between 400F and 1400F the combina- 
tion produced power—at a rate of 16 
milliwatts per sq. in. of the silvered 
And half this output has 
been found to be maintained an hour 
ifter the heat was removed. Westing- 
house says that the action does not 
depend on different temperatures in 
different parts of the device, as is the 
case in thermionic or thermoelectric 
converters. 

Westinghouse calls the phenomenon 
the “Austin effect,” after B. O. Austin, 
one of its retired engineers now serv- 
ing as a consultant for the company 
The unit that produces the energy is 
called an “Austin cell.” 

Westinghouse admits it has barely 


surface. 
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cratched the surface of the develop 
ment, but it is convinced of its im- 
portance, because of the simplicity of 
the materials, and the device's inher- 
ent reliabilitv, low cost, and long life 
¢ High Temperatures—The first appli- 
cations of the Austin cell are expected 
to lie in missiles and space work, pri- 
marily at temperatures so high that 
conventional power sources would be 
destroved or put out of action. West- 
inghouse thinks that Austin cells built 
into rocket nozzles could produce 
power from the waste heat. Or they 
could be used to measure the condi- 
tions on the ablative (protective) cov- 
cring on the nose cones of reentry-type 
space vehicles such as Mercury and 
Dyna-Soar. Another use could be as a 
temperature indicator at a remote spot. 

Ihe uses of the Austin cell may 
prove to be much wider than this, how- 
ever. One engineer at the American 
Rocket Socicty meeting said that in his 
own work there were at least a dozen 
uses for the cell, once it had been more 
highly developed. 

Westinghouse says it isn’t sure 
what efficiency will be achieved with 
the Austin cell, but thinks. it will be 
‘rather good.” Early models have been 
successfully recharged bv heating as 
many as 15 or 20 times. Westinghouse 
hopes to achieve a ratio of 5 lb. per 
kwh. of life, which would be onc of 
the highest reported for anv batter 

lhe output of an Austin cell depends 
mainly on the thickness of the laver of 
enamel; the thickness of the iron core or 
the silver outer laver scems to have 
little importance. 
¢ Patent Quest—lor now, Westing- 
house is busy seeking patents on_ its 
development and trving to ‘get a de- 
velopment contract from the military 
Meanwhile, the company savs tht in 
18 months it has been able to increase 
the milliwatt output of the cells some 
S0-fold 

The Austin cell was come upon 
ilmost by accident. A vear ago last 
May, Westinghouse engineers at the 
company’s Aircraft Equipment Dept. 
were studying high temperature insula- 
tion. While trving to determine the 
insulation characteristics of vitreous 
enamel around 600F, they heated a 
small slab of enameled steel to which 
two silver electrodes had been clamped. 

When the slab was measured for 
resistance, the instruments behaved 
strangely. The engineers checked the 
instruments, the heating oven, and 
nearby electrical equipment, since they 
suspected that induced voliage was 
being picked up. Finally, they found 
that it was the material being studied 
that was generating the voltage; the 
iron core proved to be alwavs negative, 
the silver electrodes always positive 

At that point, the experiments be 
gan in earnest 
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Basic Research: Is It 


Lack of basic knowledge continue to support most of the px 
needed for much applied re- 


vate basic research 
e Industry's total support for ba 
search raises doubts whether sic research is still only 4’ of its ove 
il. S$9.5-billion R&D effort vhich 


50% rise in lest five years iS focuses cencrally on applied work 
adequate. e In a growing number of 
particularly in the physical ence 

For the first time, spending for basic will certainly cost great deal m 

research in the U.S. topped $1-billion from now on to p n 

this vear. Industrv’s share of the total — basic efforts. 

stands at an estimated $372-million e In some fields, 1 rch 

graph, above), which is 8% more than other countries stand a good chan 

it spent the year before. outrunning their American g 


rovertnment ul 


Such figures might suggest that ba- thanks to heavy g i 
sic research is flourishing. Just in the In some areas of basic study, this is of 


past five vears, spending has risen al- little consequence; in others such as 
most 50%. It’s obvious that certain sec- _military-related basic research, it could 
tors of industry as well as the govern- eventually threaten our national exist 
ment have been sold on supporting a ence 
strong program of fundamental re- ¢ How to Define It—In any tabulat 
search of spending on basic research, th 

Beneath the surface, however, a always arises some question of accura 
number of disquieting points can_ be Mostly, this comes from the difficu 
found of defining basic or fundamental 

e The same half dozen industries search. When does a project 


I 
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A Half Dozen Industries Bear Most 
of the Basic Research Cost 


SPENDING IN PER CENT OF THAT 


MILLIONS INDUSTRY'S R&D 
INDUSTRY 1958 1958 
Food and Kindred Products........$4........ 6% 
Paper and Allied Products........ 1........ 2% 
Industrial Chemicals ............63........12% 
Drugs and Medicines. ...........22........17% 
OP EE Gakcccccvissecs Gs dsvcet eae 
Petroleum Refining and Extraction. .41........18% 
ee eee, Sees 
Stone, Clay, and Glass Products.... 2........11% 
Primary Metals ........... ‘ Fivcceans. 
Fabricated Metal Products ........ 1. a 
a Oe US SY | Meee ek 


Electrical Equipment and 


Communications ........... 


Motor Vehicles and Other 


Transportation Equipment ... 
Aircraft and Parts............ 


Instruments 


Other Manufacturing Industries. . . 


ALL INDUSTRY ........... 


Data: National Science Foundation 
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Gaining Fast Enough? 


be basic and become applied research? 
Do companies, even im the same in- 
dustry, utilize the 
to differentiate basic 
work? 

In its survevs of spending, the Na- 
tional Science Foundation defines ba- 
sic research as “that tvpe of research 
where the primary aim of the investi 
gator is a fuller knowledge or under- 
standing of the subject under study, 
rather than a_ practical application 
thereof.” 

In some 


Same 
and 


measures 
applied 


industries, such as chemi 
cals, drugs, and communications, which 
had their origins in the laboratory, th« 
figures probably reflect this definition 
fairly well. In others, which tradi 
have less understood the need 
for basic studies, the estimates may be 
high 


tionally 


Even in the few industries where basic 
work gets a considerable part of the 
whole research support (table, above) 
the act mav be one of faith in_ the 
judgment of individual company scien 
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tists rather than one based on economic 
reasoning 


e Notable Switch—The last 10 or 20 
vears have brought a_ revolutionary 
change in management’s attitude toward 
research in general. Executives have 
found that industrial research, when 
properly done, pays off handsomely. In 
certain industries such as electronics, it 
is onlv through research that a com 


pany can be certain of profitable 


yf survival. 


I 
tions, or n 


Today, almost evervone agrec 
the importa of research. But 
search has become extremely expensi 

especiall n fields where the recent 
pace of de pments has been rapic 
\ corporation, if it is big enough, can 
replace the money lost through an 
ineffecti search program. But it 


often can ill afford to waste time spent 
in misdirected research groping 

his tends to 
resistance ft 
studies 
for 


increase management 
heavy spending for basic 
Not only is it rarely possible 
the layman to understand the 


Sig 


nificance of basic research programs, 
but by definition, it is impossible to pre- 
dict all the end results of fundamental 
work. A scientist, or a group of scien- 
tists, simply realizes that there is a gap 
in human understanding in a particular 
field. This gap he seeks to fill. More 
often than not, the basic project heads 
into blind allevs; and more often than 
not, the search for a single fact can 
mean a decade or even a lifetime of 
scemingly fruitless work. 

Scientists have another worry besides 
the difficulty of educating management 
into the importance of such esoteric 
studies at a time when their day-by-day 
business is crving for increased applied 
research. While they're struggling to ex- 
plain its importance, the backlog of 
basic research knowledge in many fields 
is wearing precariously thin. 
¢ Catching Up—“There has been such 
a drive in the past few vears to de- 
velop new products for the defense ef- 
fort,” says one company vice-president, 
“that in many cases, applied research 
is running virtually in harness with 
basic research.” That is a potentially 
dangerous situation. And there’s no 
sign that it’s going to be different a 
year—or even five vears—from now un- 


less vastly increased sums for basic 
rescarch are made available immedi- 
ately. 


Ihe lack of a basic research lead is 
already beginning to affect a number 
of different fields of applied work. In 
the development of high temperature 
materials, for example, lack of funda- 
mental knowledge about matter in the 
solid state is seriously slowing prog- 
Tess. 

In the field of coatings, the develop- 
ment of basically new ideas is lagging 
because of a lack of fundamental knowl- 
edge about what goes on at the inter- 
faces of two materials. 

In virology, scientists admit they are 
on the brink of major discoveries re- 
lating to the cause of various types of 
cancer. They suspect that many types 
are caused by viruses which, for some 
unknown reason, are able to penetrate 
living cells and take over their opera- 
tion. But again, applied research is run- 
ning right on the heels of basic research. 
The development of a vaccine to pro- 
tect cells against invasion by cancer- 
causing viruses, therefore, waits on the 
discovery of how a healthy living cell 
operates. 
¢ The Leaders—In 1958, industrial 
chemicals were the leading industry in 
terms of dollars spenc on basic research 
(table, left). Next came electrical 
equipment and communications, petro- 
leum refining and extraction, drugs, ma- 
chinerv, and aircraft. No change is 
likely in this ranking due to any sudden 
speed-up in basic research spending by 
another industry in the next couple of 
years. If there is a measurable increase 
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Gone Forever- 
1,000,000! 





Out of control, this four-alarm blaze com- 
pletely destroyed an wunsprinklered rubber 
warehouse. Result: a million dollar loss for a 
New Jersey firm 


Proof that Grinnell 
Sprinklers can protect you 





Grinnell! Sprinklers went into action fast when 
fire broke out in U. S. Rubber plant at Eau 
Claire, Wisconsin. The fire was quickly checked 
and serious loss averted. Complete Grinnell 
systems are prefabricated — then installed by 
expert crews. Grinnell Sprinklers save insur- 
ance dollars. Grinnell Co., Providence 1, R. 1. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE 
PROTECTION SINCE 1878 
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. « « Some Scientists are beginning to wonder how long 


the universities can be counted on to bear a major respon- 


sibility for basic research . 


+ 


in spending for basic research, it 
have to come from government 
Government spending for basic re- 
search may be adequate for a time to 
maintain, and even strengthen, the 
U.S. position as a world power. But it 
will hardly insure the long-term security 


may 


of U.S. industry in world markets. 
Ihere are two reasons 
¢ Military planners have a big say 


in the planning of basic research by the 
covernment. They think they know 
what they will need five or 10 vears 
hence, and their natural inclination 1s 
to favor basic projects tilted in those di- 
rections 
e The non-military government 

sees itself as safeguarding the nation’s 
health, and its instinct is alwavs to fa 
vor sponsorship of projects dealing with 
rather than those connected 
with other problems in the physical sci 
ences 
¢ The Universities—Traditionally, 
search in universities has been fairl 
fundamental in nature. Since the sci 
entific prestige of a university is meas- 
ured by the technical competence of 
its voung scientists, there is alwavs a 
tendency to obtain as many projects as 
possible for basic research by the voung 
scientists 

As 1960 rolls into 1961, some scien 
tists are beginning to wonder how long 
the universities can be counted on to 
responsibility for basic 


cise ASC 


bear a major 
research, though 
climate 1S 


Certainly the academic 


ideallv suited to basic research. In most 


cases, there is a fine opportunity for 
the cross-fertilization of ideas. ‘There 
is little of the pressure for “results” 


that inevitably occurs in even the finest 
industrial facilities for basic research 
One difficulty is that 
manv fields of science has been so swift 
that universities do not have tl 
to keep track of the latest development 


progress in 


ie fund 


in a single discipline—let alone a num 
ber of disciplines The U.S. has no 
central information bureau for research 


developments in most fields of science, 
is vet. So considerable effort vasted 
in retracing fruitless paths 

¢ Research Institutes—The non-profit 
research institutes in the U.S., for a 
somewhat similar reason, are slipping 
from their position as centers of funda- 
mental research. They were created 
with very noble purposes. In most 
cases, they were to carrv out basic r 
search for the public good or to study 
the development of new products with 
results freely available to all. On this 


(STORY on page 36) 


basis thev were granted fed 
exemptions 

Survevs now show that non-profit 
research institutes are spendins 1] i 
average of 6% of their time on 


research or research for the public g 


The rest of their effort is applied re- 
search, sponsored by industry or the 
government, with the results and _ pat- 


ents going only to the sponsor 

The justification for th ving 
toward more and more applied research 
is, of course, monev. It costs more to 
hire competent scientists nowadays; it 
takes more capital to outfit a_ single 
researcher. The non-profit institutes 


have to have a greater number of scien- 
tists, with different training and knowl- 
edge, to put on a particular problem. 
To keep these men on the payroll, thes 
depend on industry projects to help pay 
the salarv checks 

e Stagnation—Between the = govern- 
ment’s preoccupation 
search in defense and health, and the 
gradual slowing of bas 


with basic _ re- 


iC TeSs¢ irch d me 


in universities and non-profit research 
institutions, there can be only one out- 
come, 

John Jav Hopkins, late founder and 


chairman of the General Dynamics 
Corp put it this wav. “Unless there 1 
revolutionary chang n attitude about 
basic research in U.S. industrv, there 
will come a dav when there is no use in 
trading in your old cat because the 
new one is no better. The only differ- 
ence between this ir’s television set 
ind next vear’s will be the appearance 
of the cabinet. Scientific progress will 


be replaced by scientific stagnation.’ 


That day has not vet arrived. But the 
danger flags are flying. A serious con- 


sideration of the plight of basic re- 
search in the U.S uld well become 
1 major political issue in 196] 


e Kennedy’s Role—Pres.-clect Kenned 
has never laid out anv major new re- 

rch program as such or put out an 
dollar figures. But throughout his ten- 


ure as a senator and throughout last 
fall’s Presidential campaign, he con- 
sistently tied U.S. growth to scientific 
ind technological advances 

Equally imp rtant in the outlook for 
more federal spending for basic research 
by the new Administration is the fact 


that the President-elect is being advised 


by some of the top educators and n- 
tists in the countr 

Despite a sympathetic White Hous 
there is sure to be a fight in Congress 
when increased funds for basic research 


spending come up for debate. END 
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In Research 


New Step in Development of Laser 


Is Announced by IBM Researchers 


Another step in the development of the optical maser, 
or laser—a device which is able to amplify a sharp beam 
of light so that it can be projected over distances of 
hundreds of thousands of miles—has been announced 
by scientists of the In- 
ternational Business Ma- 
chines Corp. 

I'he laser (picture, right) 
has for many months been 
the object of an intensi- 
fied research effort in a 
number of U.S. labora- 
tories (BW —Oct.22’60,p 
145). Its successful devel- 
opment would have imme- 
diate important conse- 
quences both from the 
military and commercial 
standpoints. It would make possible actual communi- 
cation by light waves. By permitting utilization of the 
infrared and visible light portions of the clectromagnetic 
spectrum, the laser would not only open up a _ vast 
number of new channels for radio and television trans 
mission, but would make it possible to set up a practically 
unjammable and undetectable worldwide communica- 
tions network. It also should have very significant radar, 
data processing, and chemical industrial processing ap- 
plications. 

Early lasers (developed by scientists at Hughes Air 
craft and Bell Telephone Laboratories) used a ruby 
crvstal for amplification purposes. The ruby crystal was 
admittedly not the ideal medium through which to get 
a stream of “coherent light” (light with an exceeding), 
narrow range of frequency). It inherently restricted the 
output of the laser to short pulses of about 1/1,000 of a 
second at widely spaced intervals. 

Now IBM scientists have come up with an improve 
ment on the mby. Their amplifier, which consists of 
trivalent uranium ions and divalent samarium ions in a 
“host lattice” of calcium fluoride, operates on only about 
1/500 of power used by the ruby crvstal laser. And it 
produces a steady beam of light which, theoretically, 
Should focus on less than a one-mile-diameter surface 
over a distance of 100,000 miles. 


Analysis of Specimens From Space Satellite 


Suggests Radiation Danger Is Overrated 


The danger of radiation damage to U.S. astronauts 
who, sometime next year, may be fired hundreds of miles 
above the earth’s surface, seems to have been vastly 
overrated. Analysis of living human cells and other 
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biological specimens that orbited the earth 31 times 
last month aboard the Air Force-Lockheed Discoverer 
XVII satellite has revealed that the radiation received 
by the specimens during their 50-hour flight (30-35 Rad) 
would not have been a lethal dose if a man had been 
aboard the flight. 

Moreover, bv sheer luck, during the period in which 
Discoverer XVII was in orbit, one of the largest solar 
flares ever recorded occurred. 

The Air Force specimens were encased in different 
kinds of shielding material. And here. too, the results 
proved to be good news. There’s every indication, 
according to Dr. George W. Crawford, nuclear phvsicist 
in the Air Force School of Medicine at Brooks Air Force 
Base, Texas, that a heavy shielding for an astronaut may 
not be necessary at least for junkets of less than 50 
hours. Less shielding would allow more weight for 
useful pavload, now held to a minimum because of the 
thrust-weight limitations of U.S. space rockets. 

Samples of human gamma globulin—the blood protein 
that is one of the bodv’s main lines of resistance to infec- 
tion—were also apparently unaffected by their 50-hour 
trip through space Air Force doctors sav. 

All results will be checked by an analysis of similar 
specimens fired into orbit and recovered on Discoverer 


XVIII early this month. 


Cooperative Program of Antarctic Research 
Will Be Undertaken by the U.S. and Chile 


Details of a cooperative program of Antarctic research 
to be undertaken bv the U.S. and Chilean governments 
were released this week by the National Science Founda- 
tion. The U.S. will provide Chile with geomagnetic 
equipment for that country’s Presidente Gabriel Gonzales 
Videla Observation Station. Chile, in return, will assist 
a U.S. research expedition on the Palmer Peninsula by 
providing transport and helicopter support throughout 
the Antarctic summer. 

Among the U.S. Antarctic projects slated for this vear 
are a concentrated search for evidence that would estab- 
lish a link between the Andes Mountains in South 
America and the Ellsworth Highland in Antarctica, and 
an intense study of the insect-animal life on the Pacific 
Coast side of the Palmer Peninsula—where there is some 
snow-free mountainous terrain. Both studies could 
verify the existence of important metals and fossil fuels 
in the Antarctic—a significant factor in the region’s future 
commercial development. 

Scientists from Great Britain, Argentina, the U.S., and 
Chile have independently conducted considerable geo- 
logical research in the Palmer Peninsula. But there has 
been little effort spent in coordinating their studies or 
correlating their findings. 

In the Soviet Union, Antarctic explorers are reported 
to have amassed enough geological information to be 
ready to issue their first atlas on the area. Fifty geo 
graphical maps covering more than one-third of all the 
Antarctic coastline have already been published by the 
Russians. The Sixth Soviet Antarctic Expedition is cur 
rently in the Princess Astrid (Coast) region engaged in 
geological studies 
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kPa Sea 8 gem sen | 1961 % CHANGE (DOLLARS) % CHANGE 
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ee ma 
Alabama ....... $4,606 | Hr + 9.8% | $5224 § +3.3% $1,545 $1,581 + 2.3% 
BE ns 64 sae 556 ! + 8.8 64). +6.0 2,665 2,705 +1.5 
Arizona ........ 2,388 +14.6 2944 +76 2,087 2,147 +2.9 
Arkansas ...... 2,371 1.8 2,48) +2.8 1,356 1,399 +3.2 
California ...... 40,781 + 9.2 47057 +5.7 2,837 2,933 +3.4 
Colorado ....... 3,738 + 9.8 4342 +58 2,329 2,427 +42 
Connecticut ..... 6,902 + 67 7669 +41 2,894 2,951 +2.0 
Delaware .... 1,313 +15.7 1618 8 +65 3,391 3,533 + 4,2 
Districtof Columbia 2,210 + 8.1 2,466 +3.2 3,170 3,215 +1.4 
Florida ....... . 9,269 F +11.3 11,045 +7.1 2,071 2,111 +1.9 
Georgia ..... .. 6,080 | 6549 ° + 7.7 6818 = +4.1 1,658 1,704 +28 
Hawaii ........ 1,290 | 1,386 + 7.0 Wa4lii+ 44 2,197 2,207 +0.5 
SS oo ae vs 6. 1,187 aay) (6+ «(2.9 a7e0 +: 4.7 1,820 1,871 +2.8 
Ilinois ...... .. 25,734 27,005 + 49 27,734 +2.7 2,668 2,684 + 0.6 
Indiana ..... . aa 10,563 + 88 10,890 +3.1 2,257 2,290 +1.5 
eae 5,400 $729 + 6.1 6,021 +5.1 2,070 2,153 +4.0 
Kansas ..... .. 4,236 4583 + 82 4794 +4. 2,084 2,154 +3.4 
Kentucky ....... 4,546 4616 +155 4773. +3.4 1,521 1,554 +2.2 
Lovisiana ....... 5,169 5,504 + 65 5,779 +5.0 1,684 1,735 +3.9 
Maine ........ 1,713 1,799 ++ 5.0 1853 +3.0 1,857 1,902 +2.4— 
Maryland ic Oa 7,393 + 40 7,726 8 +4.5 2,376 2,428 +2.2 
Massachusetts ... 12,377 13,137 + 6.1 13,676 + 4.1 2,546 2,625 +3.1 
Michigan ...... 17,492 19165 + 9.6 19,836 +3.5 2,439 2,524 +3.5 
Minnesota ...... 6,659 7,296 + 96 7,675 +5.2 2,129 2,200 +3.3 
Mississippi ...... 2,529 2567 4+ 1:5 2639 +2.8 1,174 1,207 +2.8 
Missouri ........ 9,250 9622 + 4.0 9959 +3.5 2,224 2,289 +2.9 
Montana ....... 1,317 1,361 + 3.3 1415 +4.0 2,010 2,054 +2.2 
Nebraska ...... 2,798 3,028 + 82 3,179 +5.0 2,135 2,208 +3.4 
Nevada ; 752 865 +15.0 927. ++:7.2 3,024 3,153 +4.3 
New Hampshire 1,201 1,297 + 8.0 1,337 +3.1 2,133 2,163 +1.4 
New Jersey ..... 15,430 16,911 + 9.6 17,486 +3.4 2,768 2,802 +1.2 
New Mexico ..... 1,682 1,791 + 65 1916 +7.0 1,873 1,955 +4.4 
New York ...... 45,102 46639 + 3.4 48,038 +3.0 2,778 2,831 +1.9 
North Carolina .. 6,773 7234 4+ 68 7,545 +43 1,581 1,627 +29 
North Dakota .... 972 1026 + 56 1077 +5.0 1,623 1,693 +4.3 
Ohio ..... .... 21,977 24,017 + 9.3 24,834 +3.4 2,463 2,503 +1.6 
Oklahoma ...... 4,138 4293 ++ 37 4375 +1.9 1,847 1,862 +0.8 
ee ee 3,842 4,052 + 5.5 4,198 +3.6 2,284 2,340 +2.5 
Pennsylvania .. 24,729 26,098 + 5.5 26,907 +3.1 2,301 2,344 +1.9 
Rhode Island . . 1,836 1974 + 7.5 2029 +2.8 2,325 2,376 +22 
South Carolina ... 3,149 3466 +10.1 3,601 +3.9 1,455 1495 +2.7 
South Dakota .... 1,020 1075 + 5.4 1,131 45.2 1,576 1,651 +48 
Tennessee ...... 5,360 5,550 + 3.5 5,722 +3.1 1,556 1,588 +2.1 
Se .. 18,037 18642 + 3.4 19406 +4.1 1,942 1,983 +2.1 
SPs . 1,625 1,831 +12.7 1908 +42 2,037 2,072 +1.7 
Vermont ........ 694 735 + 5.9 757 +3.0 1,889 1,946 +3.0 
Virginia ........ 7,060 7,150 + 1.3 7,393 424+3.4 1,809 1,829 +11 
Washington .... 6,365 6,636 + 4.3 6,868 +3.5 2,320 2,360 +1.7 
West Virginia ... 3,053 3,149 + 3.1 3.240 +2.9 1,693 1,742 +2.9 
Wisconsin ...... 8,255 8,581 + 3.9 8933 +411 2,159 2,206 +2,2 
Wyoming ....... 707 ae 744 +41 2,160 2,221 +2.8 
NATION .........382,492 407,268 + 6.5%, 423,345 +3.9%, $2,266 $2,317 +2.3%, 
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Next Year's Gain Loo 


Only the good first half makes 1960 so much better 


than 1959. Effects of the industrial slump that appeared in the 


last half-year seem likely to continue well into ‘61. 


The recession since midvear has made 
itself felt, gradually but unmistakably, 
across the land, striking some states even 
more quickly than the 1958 recession 
did. Hardly any state scems likelv to 
escape its mild restraint in 1961. 

State-by-state estimates by BUSINESS 
WEEK for total personal income in 1960 
and similar forecasts for 1961 (table) 
show the soft spots in the economy. 
Nonethcless, thanks to a prosperous 
first half-vear, 1960 winds up with an 
over-all gain of 6.5% in personal in- 


come. This rise to $407-billion is as 
ercat a gain over 1959 as that vear 
showed over recession-ridden 1958. 


Despite predictions of a continuing lag 
in 1961, next vear is expected still to 
grow another 3.9%. With the popula- 
tion growing, however, per capita in- 


come will rise only 2.3%. 


¢ Fmplovment—Because — states with 
durable goods industries had such a 
lively first half-vear while recovering 


from 1959's long stec] strike,.figures for 
the vear as a whole can be misleading. 
The second half alone shows the signs 
of softness in the personal income area. 

Emplovment is disappointing even 
when the last-half slump is taken into 
account. Lavoffs were taken for granted 
in the industrial states as soon as the 
recession was recognized, but vigorous 
offsetting growth had been expected in 
other states. Tt didn’t materialize. In 
Tennessee. nonmanufacturing emplov- 
ment even dropped further than mann- 
facturing cmplovment. In manv other 
nonindustrial states, too, cmplovment 
ran behind 1959. 

Conscanently, unemplovment — is 
worse at this stage of the recession than 
it was at the same stage of the 1957-58 
slump. As the labor force continues to 
grow faster than job opportnnitics, un- 
emplovment is likely to hit 8% in the 
first quarter. even in’ such 
states as California. The first quarter, 
however. tends to be the poorest of the 
vear in most states. 
¢ State-by-State—Charts on the follow- 
ing pages show (1) BUSINESS twerK’s 
Measure of Personal Income for 1959 
and the first nine months of this vear 
and (2) estimates of MPI for the fourth 
quarter and for 1961. Adjusted for sea- 
scnal fluctuations, these figures come 
as close as possible to measuring the 
performance of each state on a current 
basis. 

'here’s one statistical weakness that 


hoeoming 
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iffects the major farm states: Farm in- 
come is Acriculture | ept.’s 
estimates that are not whollv reliable. 
As these estimates are revised each year, 
BUSINESS WEEK also revises its figures 
accordingly 

¢ Gainers, Losers—As might be ex- 
pected, the leading gainers in income 
include states with relatively small eco- 
nomic bases, such as Delaware, Nevada, 
Arizona, and Utah, as well as Florida, 
long a leader in growth. 

More surprisingly, the list of states 
gaining in personal income for the year 
as a whole also includes major. hard- 
goods states. These were hit by the re- 
cession after midvear, but their first-half 
gains left them ahead of 1959 by a sub- 
stantial margin. Even Pennsvlvania, 
which has been hit perhaps the hardest 
bv the steel slump, wound up with a 
5.5% gain, and Michigan, thanks to a 


based on 
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good car vear, made one of the best 
gains of all. 

Other states brought up the rear, for 
a varictv of Kentucky, West 
Virginia, and Montana, sluggishness in 
mining industries; Idaho, a long mining 
strike; Mississippi and Arkansas, the de- 
cline in lumber; Texas, slumps in both 
oil and aircraft; New York, the lack of 
volatility that goes with having a very 
broad economic base. 
¢ The Ontlook—Next vear, the hard 
goods states arc likely to show more 
vividly the consequences of the dip in 
the national economy. Such steel states 
as Pennsvlvania, Hlinois, and Indiana 
are expected to be held to a 3% in 
crease in income. Others 
among the smallest gainers will prob 
ably be Oklahoma, Arkansas, Missis- 
sippi, West Virginia, New York, Ten- 
nessce, and all of New England except 
Connecticut and Massachusetts. 

The largest increases are again ex- 
pected from Arizona, Nevada, Florida, 
Delaware, as well as Colorado, Minne- 
scta, and California. 
¢ Economic Sectors—The cross-currents 
bchind this outlook can be 


Teasons: 


personal 


seen in 


ks Smaller 


what’s happening in several 
tant sectors of the economy: 

Defense spending. States where air- 
craft manufacturing has been a major 
industry have been hurt by the mili- 
tarv’s shift away from manned planes. 
The shift hit both airframe manufactur- 
crs and their subcontractors in such 
states as California, Texas, Oklahoma, 
Kansas, Georgia, and Maryland. How- 
ever, Connecticut has ridden more 
smoothly over the switch to missiles. 
And Colorado and Utah, not exten- 
sively committed in aircraft manufactur- 
ing. have made a clear gain through 
their space-age work. 

Next vear, military procurement is 
scheduled to rise from $13.1-billion to 
$14.2-billion; research and develop- 
ment, from $3.4-billion to $4.3-billion; 
military construction, down slightly to 
$1.3-billion. 

California expects to gain from faster 
development of the B-70 bomber and 
the Titan. Minuteman, and Polaris mis- 
siles: Utah and Colorado, from the Ti- 
tan and Minuteman programs. On the 
other hand. North Carolina and Wash- 
ington will be hurt as the Nike Hercules 
and Bomare missiles are pinched off, 
and the windup of B-58 bomber order- 
ing will hit Texas. 

Construction of missile launching 
sites will help Montana, Arizona, Kan- 
sas, Arkansas, and New York, and South 
Carolina stands to gain from the Navy's 
expansion of its Polaris submarine base 
at Charleston. 

Agriculture. Farm income was fairly 
good this vear and is expected to be 
about the same in 1961. Even in the 
Dakotas. however, a good farm year 
wasn’t enough to bring some communi- 
tics whollv out of the effects of the 1959 
drought. Wheat growers had a fabulous 
crop this vear, aren’t likely to make as 
much monev in 1961. Cattle raisers, 
too, will probably get less income as 
more livestock is brought to market, 
pressing down on prices. Cotton farm- 
ers should do better in 1961 under the 
new acreage regulations that permit 
them to plant 1-million additional 
acres. 

Construction. The slump in home- 
building was felt widely this vear, and 
it most deeply hurt such states as Flor- 
ida and California, which had_ been 
booming. These states dropped as much 
as the national average. In contrast, 
homebuilding held up well in such 
industrial states as Ohio and Pennsyl- 
vania. The homebuilding slump af- 
fected not only employment in con- 
struction itself but also in lumber and 
plywood mills all over the country. 

On the other hand, non-residential 
construction in many states tended to 


impor- 
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offset the lag in homebuilding. Con- 
struction of new industrial plants and 
expansion of old ones proved to be a 
stimulant in both such durable goods 
states as Ohio and in such non-durabl 
goods areas as South Carolina. 

In this and other Southern states, for 
cxample, textile manufacturers con- 
tinued to mechanize their operations 
and to attract makers of related prod- 
ucts. Commercial construction—from 
shopping centers to office buildings 
provided new jobs from New England 
to Hawaii 

Industries. The garment business 
had a spotty year across the country. 
The roughness was felt particularly in 
Southern areas. Apparel plants are the 
major employers in some sections, even 
though they tend to employ 
women than men and to pay relatively 
low wages 

lextile employment continued down 
in both North and South. Virginia 
suffered in the switch from rayon to 
other manmade fibers 

Ihe auto industry had a good year, 
helping not only Michigan but also its 
neighboring states of Ohio and Indiana, 
which have been winning a larger share 
of the industry in recent years. 

Machine tools held up well in such 
states as Ohio, Connecticut, and Ver- 
mont. Increased exports were given part 
of the credit for this in Ohio. Farm 
machinery, had an off year 
despite the good season recorded for 
farmers. Illinois and lowa felt this par- 
ticularly 

Klectronics continued to grow in 
Arizona, California, Massachusetts, 
Connecticut, Minnesota, New Hamp- 
shire, and Texas, but leveled off in 
lowa. In some states, the growth tended 
to be greater among lower-paid, female 
production workers than among lhigh- 
paid research and development men. 
Employment in other types of electrical 
machinery, such as radio and television 
components and assembly, was off in 
Massachusetts, Illinois, and New Jersey 

Vhe decline in oil production hit jobs 


in exploration and production—as well 
} 


OTC 


however, 


, 
s incomes from royaltics—in 


such ma 
jor oil states as Texas, Oklahoma, 
Louisiana, New Mexico, and Kansas 
Colorado, however, gained in white 


more oil 
tablished offices there to cover the 
mountain states. Alaska, whose oil in- 
dustry still is in its infancy, also 
growth for the veat 

I'rade. With the sluggishness in re 
tail sales this year, retail employment 


collar jobs as companies €s 


reported 


in many states failed to show its cus- 
tomary growth. In some, such as 
Georgia, it even declined. Some states 


reported abnormal fluctuations in trade 
employment—a big buildup for the 
opening of large shopping centers, then 
a decline as the centers settled down to 
normal volume. 
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Steel has declined since the end of the first 
quarter. Trade failed to grow at the usual 
rate. ‘Textiles, garments have held up well. 
Commercial construction is good. Payrolls 
slightly at National Acronautics & 
Space Administration, Huntsville. There is 
talk steel may perk up early in 1961. Cotton 
outlook is fine. Cattle prices may dip. 
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New construction has more than doubled, 
mostly for gas pipeline and military installa- 
tions. State was not hurt much by the sag 
in the domestic lumber market, because of 
sales to Japan. New pulp mill built at Sitka. 
The Bristol Bay area had the best salmon 
catch since 1948, which more than offset the 
poor season in the Southeast. 











Over-all rate of growth continued. There 
has been some slowdown in housing and 
commercial building, although Glen Canyon 
project gave construction a boost. A new 
electronics plant opened (500 jobs), Motorola 


expanded. Employment also growing among 





electronic consultants. Mining recovered a 
bit following the copper strike, but work 
week has been reduced lately. State looks 
for same rate of growth in 1961 if defense 
holds up; $80-million Titan 
near Tucson is slated for completion in 
1963. 


curbed by slowdown in neighboring Cali- 


missile base 


First-quarter tourist flow may be 
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lumber 
(which had pushed it up in 1959) and the 
sag in aluminum. New plants scheduled to 
open in 1961 will employ 3,600, but this 
may be offset by more lumber losses. 


Employment was pulled down by 


A new 
Titan missile base is scheduled to be built 
near Little Rock; construction should start 
before the end of 1961. Cotton outlook is 
good. 
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Unemployment rose during the year as jobs 
with the Con- 
struction lacked the vigor of previous years. 
Still, over-all, the 
spite continued downtrend in 
1960, the outlook 
cellent. ‘The state 
of defense orders; it is slated to gain the 


failed to grow labor force 
trend was upward. De- 
aircraft im 
work 


for defense is €x- 


now accounts for 24° 


most in the months ahead. Speedup is 
planned for Air Force B-70 bomber (prime 
contractor, North 
litan 


(Aerojet-General — in 


Aviation in Los 
Minute Man 
Sacramento 


American 
Angeles), missile and 
ICBM 
builds rocket engines for both of these mis 


(Lockheed, 


prime contractor, has many plants through- 


siles), and Navy Polaris missile 
out the state). Farm income, the highest in 
the nation, should continue strong. The out- 
look for 
considered to be fine. 


cotton, fruits, and vegetables is 
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Employment in missiles is booming, mainly 
because of Martin Co.’s work on Titans for 
the Air Force. Steel, which is confined to 
the Pueblo area, is in the doldrums. Home- 
building is soft, although there is a strong 
demand for apartments. Oil jobs are up, 
largely in the white-collar category. Denver 
Union stockyards will get heavy traffic next 
year with bigger livestock marketings on tap. 
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Manufacturing jobs are below a year ago; 
half of the drop las occurred in fabricated 
metals (hardware, screw machine products). 
Defense work is strong at United Aircraft, 
which is the state’s largest employer. Pri- 
mary metals, largely brass, are down slightly. 
Nonmanufacturing is setting a brisk pace. 
Textiles continue a long-term decline. 
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Construction is down this year. Pusey & 


Jones, formerly employing 1,000 workers, 


has shut down. Employment mounting in 
chemicals (state’s largest industry)—particu- 
larly in home offices of major companies. 
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new contract has been proposed. The out- 
look for cotton, poultry, eggs is good. Little 
change is expected in tobacco, 


Chrysler's tank assembly shifted to Detroit 
to help out in depressed area. Three new 
plants are scheduled to open in 1961. 
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Shutdown of naval weapons plant will hurt Tourism is now the second biggest industry 


(agriculture still is first). The state attracted 

a record influx of visitors from the main- 

land in 1960. Construction is strong. Tour- 

ist activities are expanding to the outer 
« islands. 


blue-collar jobs, but most other jobs, in 
cluding government work, are stable. 
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State experienced smallest gain in nonfarm 


Building of all types 


nom iw 


jobs in last decade. 1961 


1959 1960 


has declined. The citrus season got off to a 
This 
has had a depressing effect on food proc- 
Martin Co., state’s largest 


Long labor disputes in metals, chemicals, 
have had a depressing effect. New missile 
base outside Boise has provided some jobs. 
New potato processors will move into state 
in 1961 (1,500 seasonal jobs). Slight de- 
cline in cattle, wheat receipts is expected. 


late start, with some storm damage. 


essing, freight. 
employer (8,000 jobs), is still expanding; it 
is building Pershing missile. Chemstrand, 
with 6,000 workers, 


1961 will match 59. Farm outlook is good. 


is firm. ‘Tourism im 
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This year has been a tough one for durables, 


Cancellation of Air Force contract shut two notably farm machinery, appliances, and 
private flying schools (1,400 jobs). No _ steel. The state never did recover its 1957 
more layoffs are expected at Lockheed; a job level. There have been some recent 
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declines in grain mill products, and leather. 
Construction is up in highways and “special 
trades.”’ The outlook for feed grains in 1961 
is firm, but livestock prices may dip due 
to heavier marketings. 
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Stecl, clectrical machinery (motors) have 


been hurt, but autos and parts are firm. Air- 
craft, apparel, rubber are off. Highway con 
struction is brisk. Outlook for hogs, dairy 
products, feed grains is strong. Durables are 
expected to pick up after March. 
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Manufacturing has been sluggish all vear. 
Electrical machinery has been cut back 


lately. Farm machinery is off. Bigger cattle 
marketings will aid packers. 
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1959 1960 1961 
The sag in aircraft has hurt subcontractors. 
Con 


struction is up, led by work on $80-million 
Titan missile base at Wichita. Huge wheat 


There has been some cutback in oil. 
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receipts helped cushion the di) in 
chinery and fabricated metals. A slight de- 
cline is expected in livestock prices, 
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1959 1960 


National housing slump cut jobs in appli- 
ances (General Electric), lumber, furniture, 
aluminum (Reynolds). Distilleries are un- 
usually slow. A long strike and poor markets 
hurt farm equipment (International Har- 
vester). State tax cut in 1961 may help. 
Moye TVA construction expected to relieve 
distressed coal areas in Southeast. 
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Petrochemicals are brisk, but there are 


major losses in construction, oil, natural gas, 
with layoffs in paper manufacturing and 
sawmills. Some food plants (strawberries, 
seafood) are up; housing was sluggish all 
year. 
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Textiles are very slow, with November the 
lowest Shoe 
picking up and new plants are moving in. 


on record. manufacturing is 


construction is 
after two-vear sag. Lumber faces a slump 
in 1961; some layoffs in December. 





Sardines improved 


good. 
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Steel and aircraft are down. Western coun 
ties are feeling pinch. Nonmanufacturing— 
construction—reflects job 


trade, services, 


strength in government. Commercial and 














highway building are up. Outlook for 
poultry, dairy products is good. 
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Strikes at Bethlehem shipyard and General 
Electric hurt this vear. Textiles and leather 
decline Defense industries 
(mostly firm, 
downturn in appliance components (radio- 


I'V). Trade and services are up. 


continued 


electronics) are but there’s a 
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Auto industry had a good year, but state 
didn’t get usual share of market due to shift 
built Steel 


tied to autos, had dismal year as compacts 


to compacts, mostly outside. 


cut consumption. Appliances were hurt 
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“.. there is a real place in New York for conservatively managed banks 


and trust companies of moderate size where customers niayu have easy access to 


and personal acquarnta nce with the N¢ nor offe «en QUOTED FROM “THE BANK'S DECLARATION OF PRINCIPLES” 








RETAILING 


... concerns know that enduring customer relation- 

HE ships are built on the quality of the merchandise they 

offer. This Bank, too, believes customer satisfaction 

is based on service that wears well. It is the primary 

responsibility of our officers to know each 

customers particular situation thoroughly and 

5 to work out a financial program that fully 

meets the customer's requirements. 

NEW YORK New York's First Bank + Founded 1784 


Main Office: 48 WALL ST. * Uptown Offices: 530 FIFTH AVE. «= MADISON AVE. AT 63rd * MADISON AVE. AT 73rd 
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Here you see 4 among the hundreds on the world’s largest staff of aluminum fabricating specialists... 


GUS HOGLUND — Welding 

Twenty years ago, Gus Hoglund gathered a dozen skeptics 
around a jar of flux, a torch and some bits of aluminum. He 
was breaking trail for the man who now brazes 350 percolator 
spouts an hour .. . and for the company that will crack a new 
market with welded aluminum churned out at 500 a 
minute. 

Even when doubting Thomases granted you could weld 
aluminum, they had to be taught how to do it. Gus Hoglund 
and his Process Development crew gave lessons by the thou- 
sands. And their work between classes with alloys and tech- 
niques has led to the development of welded aluminum struc- 
tures three times as strong as the best of the past. 


cans, 


WALT SICHA — Castings 
If the fathers of today’s foundrymen had looked at the blue- 
prints for this aluminum impeller, they'd 
sible!” Neither alloys nor casting tec 


‘Impos- 
iques 
ago could satisfy production demands of such intricate sl! 
Then along came inquisitive researcher Walt. Sicha 
the years Walt and his staff of 70 found about two dozen allo 
that make today’s casting possible. What’s more, Walt says 
that if none of these fits your requirements, give him and 
specialists some time and they'll find another that does. Because 
these men played pioneer roles in casting aluminum by ever 
known method—sand, die, plaster and permanent mold 
counsel carries the stamp of authority 


and reliability 


WHICH OF THESE MEN CAN LEND YOU A HAND? 


Welding, casting, forging, impacting Alcoa fabricates 
aluminum by almost every metal-working technique. Hundreds 
of men like Hoglund, Sicha, Ziegler and Gauthier can, there- 
fore, be completely objective in recommending the method 
most appropriate to your needs. Help like this is unique in 


the aluminum industry and it means there’s more than 
ounces of metal in every pound of Alcoa® Aluminun 

You're well on the way to realizing this added valu 
you call your local Alcoa sales office. A 
America, 2016-M Alc 


im Co 
1 Building, Pittsburgh 19, Pa. 





MARK ZIEGLER — impacts 

The modern impact is a far cry from the simple forms Alcoa 
introduced back in 1920. Today you can slip an aluminum 
slug into an impact press, trip the hammer, and quick as a 
wink bang out a ribbed flashlight case, gleaming coffee maker 
or sleek missile body. 

With more than 20 years’ experience in this major metal- 
working technique, technical manager Mark Ziegler can help 
your engineers design impacts that equal far costlier machined 
pieces in detail, strength, finish and tolerances. The state of 
the art is such, Mark will tell you, that today’s impacts can be 
round, rectangular or polygonal in form, and as small as a 
thimble or a foot in diameter and four feet long. 


ALCOA Al 


HELPS YOU DESIGN IT, MAKE 


TOM GAUTHIER — Forgings 

When Tom Gauthier probes the innards of a forging with 2%, 
10 or 25 million sound waves per second, no flaw can remain 
undiscovered. His ultrasonic inspection is our customers’ in- 
surance against any imperfection that might turn up to ruin 
heavy investments in machining. 

Chief metallurgist at Alcoa’s Cleveland Works, Tom will go 
to any length to check the integrity of a forging. The piece he 
is shown with, for example, is a cross section of an aluminum 
aircraft wheel. The curious zebra stripes were produced as 
part of a study of grain flow. To Tom’s trained eye they tell 
whether the tough aluminum grain will provide a wide margin 
of safety under shock loads and cyclic fatigue. 
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.if you’re a factory 


Some factories have the same problem some people do. First, 
judging whether they smoke too much, and then cutting down. 
It’s just easier for factories, says Ben Skrotzki, an Associate 
Editor of McGraw-Hill’s POWER. 

Smoke and air pollution have never been covered by any 
publication as thoroughly as in POWER’s new 48-page report in 
its December issue. Six editors were assigned such subjects as 
history of air pollution (it not only predates industry, it predates 
man); its effect on health and economy (a bad reputation can 
keep good business neighbors away); what’s been done and what 
individual plants and communities can do. 

Reports like this are no surprise to POWER subscribers. In the 
past, Ben Skrotzki and his colleagues have turned out exhaustive 
studies on water resources, water treatment and energy for their 
readers in utilities, manufacturing and service industries, and 
consulting and contracting organizations. 

Skrotzki’s own background is perfect for such projects. Author 
or editor of eight textbooks, with 22 years’ experience in 
utility operation and design, he has taught power and allied 
subjects at Cooper Union, and served on power committees. 

Skrotzki and POWER are, in fact, typical of the relationship 
between McGraw-Hill magazines and over one million key 
businessmen who pay to read them. Seasoned veterans in their 
fields, the editors of all McGraw-Hill publications are an au- 
thoritative source for facts and information their readers need 
and use in their jobs. 

This editorial vitality creates a receptive audience, one that 
can have a great deal of meaning to you as an advertiser. 


-.. McGraw-Hill 
ABC) ° 


4e 


( 





\ 


.? 


X 





7, PUB LU CAT 2-0 8N © 


Surat 


Smoke control is one segment of air pollution in which POWER has a special 
interest. With New York City’s Commissioner of Air Pollution Control, 
Arthur J. Benline, Ben Skrotzki (with chart) discusses the Micro-Ringelmann 
Chart his magazine developed in 1954. It has been adopted as a convenient 
means of checking smoke density in many municipal ordinances in the U.S., 
and Commissioner Benline reports he has heard it referred to by men from 
as far away as Australia. 





badly. State is among leaders in highway 
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Now a major electronics center—third or 
fourth in U.S.—making mostly data-proc- 
essing equipment. Foreign orders helped 


For the finest 

and fastest in truck 

service nearby and nation-wide— 

always specify D-C ... the Dependable Carrier! 


farm machinery. Roads, industrial building 
are strong. Farm outlook is rosy. 
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DENVER CHICAGO TRUCKING CO., INC. 290 *, 
The ONLY direct coast-to-coast carrier! 7 
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WITH INSURED SAFETY 2089 vies ‘ . 
* Dividends paid quarterly *+ With- : ever 


drawals paid on demand since char- In vestors Some last-quarter softness in manufacturing 


ter granted in 1937 + Accounts are —apparel, lumber, shipbuilding (Ingalls). A 


legal investments for corporation ; 
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, a stream next year may help. Lumber is ex- 
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$16 million reserves « Assets over - - pected to level off soon. Bigger acreage 
$183 million + All accounts insured 145% Consecutive Dividend allotment brightens cotton growers’ outlook. 
up to $10,000 by F.S.L.I.C. + We 
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Over 214,000 own- Cattle price cut is possible. 
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B certain to include your return address on all letters and packages! Autos (Big 3) and aircraft (McDonnell) 


C that the delivery address is correct and complete! dip. Construction starts delayed by weather, 





MAIL EARLY IN THE DAY—IT’S THE BETTER WAY! Kansas City strike. New Navy contract 
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(F4H) will help McDonnell. Record live- 
stock marketings may shave prices, 
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Early 1960 was rough here due to six-month 
copper strike which created pockets of high 
unemployment. Much activity around Min- 
uteman ICBM launching sites near Great 
Falls. Three big 
dams and a pipeline are under way. New 
steel mill construction to start next year. 


Homebuilding is strong. 
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Some slowdown in meat packing, grain mills. 
Brisk activity on highways, in housing, mis- 
siles bases. New Western Electric plant in 
Omaha now provides 4,000 jobs. 
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Trade and services are expanding around re- 
Sort areas (hotel, motels, personal services, 
gambling). One of few states where housing 
is up, due to rising population. Mining 
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activity and metals manufacturing (copper, 
magnesium processing) are slow, 
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Continued expansion in durables, notably 
electrical goods. Submarine construction is 
brisk at Portsmouth Naval Shipyard. Leather 
New durables 


with 


and textiles decline further. 


plants will open next year, more 


expansion in electronics. 
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1961 

Industrial mix tends to cancel out ups and 
downs, but some softness shows up in last 
quarter—mostly a gradual dwindling in dura- 
bles (appliances, electrical goods, autos). Ap- 
parel is more unstable than usual. Chemi- 





cals are firm. 
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Drop in oil exploration is cushioned by mis 
sile base construction and atomic research 
(government and Sandia Corp.). Some in- 
crease in uranium mining and_ processing, 
trade, services, and government. Cotton 
anticipates a good year. 
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1961 
Over-all_ growth is sluggish. Decline in 
durables—steel, electrical machinery, autos 
—has created several distress areas upstate. 
GE strike hurt. Trade and services are ex- 
pai.ding in suburban areas. Instruments are 
strong in Westchester; military supplies in 
Nassau, Suffolk. Apparel and food process- 
ing have sagged recently. 
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Declines in textiles and construction are 
partly offset by gains in key tobacco indus- 
try. State will be hurt by phasing out of 
anti-aircraft missiles. Western Electric is 
building Hercules components at Charlotte. 
National housing slump affected furniture 
manufacturers, resulted in some layoffs, re- 
duced workweek. 
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Construction sagged after completion of two 
jet bases (Minot, Grand Forks). New food- 
processing plants offset loss of major meat 
packer. Crops were fair, though drought 
hurt some areas. 


Regions 5 


























2.220 OHIO f.. s70r help jobs in 1961. A good year ahead for 
P 4 os ; tobacco and cotton. Buildup of Polaris 
2,12 o PENNSYLVANIA submarine ficet will help Charleston. 
io M4 
. td “ 
S F 3 
2,0204- z) 
é - 6 100 
° we “6 2.2054- SOUTH DAKOTA 
c “ 
6 1,9208- c 
= = los 
1,820}- = Ss 
° 
ra 
= 90F- 
° 
1,720 bib F ul I Eat tf 1,940 “ 
° 
1959 1960 1961 1959 1960 1961 = 
= 85 
Industrial diversity helps here, but there’s | Second-quarter slide in steel production de- 
a pinch in autos, aircraft, fabricated metals, pressed much of state, but residential build- 
machinery. Road construction and plant _ ing is stronger than in most other regions. 80 


expansion are strong, and there is a big 
backlog of contract awards. Other non- 
manufacturing is inhibited by lower factory 
output—which is expected to hit bottom in 
first quarter, pick up later. 
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Oil slump is hurting everywhere. Oklahoma 

City is better off than the rest of the state 

due to defense-related activities, expansion 
' of new Western Electric plant. 
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Lumber, wood products, and paper are lag- 
ging, with some drop in wholesale trade. 
Heavy construction picked up slack in 
homebuilding. Reduction in plywood pro- 
duction firmed up prices recently, but more 
new plants are under way. Retail trade has 
been holding up well, but some drop oc- 
curred in wholesaling. Fruit and dairy 


products outlook is good. 
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First quarter will be rough, with a pickup 
in durables expected by spring. Farm out- 
look is good. General Electric has doubled 
workforce at Philadelphia space research 
center, building new plant near Valley Forge. 
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Big trouble is in textiles (3,000 fewer jobs). 
There are layoffs in durables, too—Browne 
& Sharpe (machine tools), GE (wiring de- 
vices), Kaiser Aluminum, and others. New 
Raytheon electronics plant in Newport will 
add 1,000 jobs, and state will benefit from 
defense stepup. Construction is running 
about even with last year. 
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Textile jobs are down due to mechaniza- 
tion, soft demand. Construction is ahead of 
year-ago, mostly new plants; staffing will 
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Economy depends largely on farming, and 
1960 was a good crop year. Result: pickup 
in trade, services. Projects started this year 
include atomic power plant (Sioux Falls), 
missile base at Rapid City (1,000 jobs). 
Best summer tourist season yet. 
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Unemployment increasing in lumber, tex- 
tiles, motor freight, coal mining. Chemi- 
cals—largest industry—is running about even. 
Apparel (second largest) is down. Non- 
manufacturing off more than manufacturing. 
TVA is expanding. Outlook for cotton and 
tobacco is good. 
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Continued decline in aircraft (cutbacks in 
repair work at Corpus Christi), oil explora- 
tion, refining, oilSeld machinery. On the 
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DOT has 
“excellent ™% 

connections” 
with the police 


They’re strictly working connections 
like this 18-in-1 connector used 
extensively in police radio equip- 
ment. Engineered and produced by 
United-Carr’s CINCH Manufac- 
turing Company division, it’s one of 
many complex CINCH connectors 
that are used in all types of electronic 
apparatus from computers to missile 
control systems. 


Specially designed switches, sockets, 
printed circuitry and a host of 
other electro-mechanical devices are 
precision-made for maximum per- 
formance and reliability by CINCH 
and its Graphik Circuits and Howard 
B. Jones divisions. 


CINCH 


Manufacturing Co. 
CHICAGO, ILLINOIS 


Division of 
United-Carr Fastener Corporation 
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up side, electronics (mostly Texas Instru 
ments) and petrochemicals stand out. Con 
struction (roadbuilding, commercial, indus 
trial work) offsets slack in homebuilding. 
rade is still growinz despite soft spots in 
Phasing out of Air Force’s B-55 
mecium-range bomber will hurt Convair at 
Fort Worth. 
will boost cotton receipts. 


industry. 


Increased acreage allotment 
Cattle 
is the result of larger market 


pri cs 
may decline 
ings. No significant upturn in oil in sight. 
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Heavy concentration of expanding missiles 
and defense-related industries accounted for 
a very good year, despite the critical unem- 
ployment around steel center at Provo. Trade 
and services are holding up well. A number 
of new small plants—apparel, metal fabri- 
cators—went up this year. Heavy construc- 
tion, except for roadbuilding, turned down, 
but there was some commercial work on 
office buildings. More defense work is sched- 
uled—stepup of Minuteman Project bene- 
fits Boeing; Thiokol and 
build rocket motors. Economy may level off 
through first quarter. 


Hercules will 
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1960 1961 
Gradual slowdown this year, with smal 


layofts of indefinite duration. Machine tools 
are holding up fairly well, but the work 
week has shortened. Big GE plant is busy 
with work—missile parts, compo- 
nents for Vulcan gun. Plywood industry was 


defense 


hit hard; several plants shut down indefi- 
nitely. Layoffs in textiles were longer and 
deeper than usual in industry. 
tion good, mostly 


Construc- 
roads and dams. Cool 
weather cut into summer tourist business, 
but expect 1961 winter ski trade to be a 
record-breaker. 
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in ELECTRONICS 
AIRCRAFT & MISSILES 
AUTOMOTIVE VEHICLES 
APPLIANCES e FURNITURE 
CLOTHING @ LEATHER GOODS 


From intricate electro-mechanical 
devices to the simplest clothing 
fasteners, United-Carr’s products are 
designed to help cut costs and in- 
crease product efficiency throughout 
the mass-assembly industries. 


In the design and production of all 
United-Carr products, broad expe- 
rience and individual ingenuity are 
applied to the most advanced metal 
and plastics technology in order 
to achieve optimum quality and 
reliability in every detail. Sound 
management ensures stability while 
stimulating the growth of the Corpo- 
ration’s ten divisions and subsidiaries 
in the U. S. and abroad. 


For further information, you are 
invited to write to S. A. Groves, 
President: 


UNITED-CARR 
Fastener Corporation 


BOSTON, MASSACHUSETTS 
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Dont open your 
plant without 
opening this! 


Adequate workmen's compensation 
and liability insurance is a “must” 
for plants of any size. 

After studying your exposure, 
your Travelers man will point out 


\ 


where danger lurks and suggest 
means of eliminating unsafe areas 
and practices. At the same time he 
will recommend coverage to fit your 
specific problems. 

Whatever your insurance needs, 
business or personal, call your 
friendly Travelers Agent or broker. 
His number is in the Yellow Pages. 


THE TRAVELERS 





Insurance Companies 


HARTFORD 15, CONNE cuT 


“One plan, one man, one monthly check to pay—that’s the modern Travelers way!” 





If You are selling Building Ma- 
terials, Supplies or Services 
in the West 


... It will pay you to advertise 
in 


WESTERN ARCHITECT & ENGINEER 


. . . Its readers are the 
key to a $3.5 billion bill of 
materials 

. . . If you want to see 


how this is divided up 
among 55 product groups 
—call your nearest Mc- 
Graw-Hill office or write 


WESTERN ARCHITECT & ENGINEER 


255 California St., San Francisco 11, Calif. 


A McGraw-Hill Publication 















CONFIDENCE 


BRAND. 
NAMES 


SATISFACTION 


A respected Brand Ndme is a 
manufacturer’s most valuable 
asset and he spares no effort to 
protect it by constantly bettering 
his product. 


A Brand Name is the maker’s 
guarantee of satisfaction which is 
doubly endorsed by the dealer 
who sells it. 


For dependable quality and con- 
sistent satisfaction you do better 
with brands you know; get to 
know those you see advertised in 
this magazine. 

To get the most for your money 
buy by Brand Name and be sure! 


A Brand Name is a 
maker’s reputation 


| 


App | BRAND NAMES FOUNDATION, INC 
| 43 


FIFTH AVENUE, NEW YORK 16, N.Y 
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Employment is off in textiles and apparel. 
Synthetics suffered first real setback. Indus- 
trial Rayon at Covington (1,000 jobs) shuts 
down end of year; it was bought by Her- 
cules but won’t resume until late 1961. 
Influx of new plants has slowed some after 
brisk two or three years. 
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Boeing Airplane, state’s largest employer 
(57,000 jobs), held up well, due to Bomarc 
missile, some space work, and production 
of 707s. Company just sold 80 longer-range 
727s, which will help cushion scheduled 
cutback on Bomarc. Paper manufacturing 
better than last year; lumber markets and 
prices down, and jobs at a new low. Navy 
contract helped shipbuilding. Chemicals 
jobs have been firm, mostly due to Hanford 
atomic energy plant. 
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Not much change in 1960. Mining jobs 
dropped from 62,000 in January to 46,- 
000 in November as a result of slowdown 
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in steel. Mines now operating three- or 
four-day week. Chemicals is most stable 
industry (new petrochemical plant in Hunt- 
ington). Homebuilding up in Charleston, 
Point Pleasant (new Kaiser aluminum plant 
with 2,500 jobs). In the state as a whole, 
however, construction has declined—except 
for work on interstate highway program. 
State hopes for quick action by new Ad- 
ministration on distressed areas aid. 


WISCONSIN 
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Duluth-Superior region is still a distress area. 
Declines stand out in non-electrical machin- 
ery (notably farm eqhipment, machine tools), 
fabricated metals (heating apparatus, stamp- 
ings, structures), and primary metals. Autos 
(American Motors, Chevrolet) only strong 
spot. ‘Trade and services are firm. Indus- 
trial construction is up slightly. Look for a 
further dip in first quarter. American Mo- 
tors’ buildup seems to have leveled off— 
so that stimulus will be missing. Strict 
controls will benefit dairy products. Out- 
look favorable for poultry, eggs. Heavy mar- 
ketings may cut livestock prices. 
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Most construction on missile bases has been 
completed and bases turned over to Army 
and Air Force, which are now getting ready 
to staff them. New iron ore mine employs 
800 men. It was a good year for oil and 
uranium mining, and a record one for tour- 
ists to Yellowstone Park. Construction fell 
short of that of previous two years, with 
very little work on highways. Summer 
drought killed plans for second or third 
crops in some areas. Bigger livestock mar- 
ketings expected in 1961. END 
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builds the big ones 





This is a 145-foot high vacuum fractionator tower 
built by CB&I along with a 173-foot high primary frac- 
tionator tower for the world’s largest crude oil pipe still. 
The still, with a capacity of 140,000 barrels a day, is on 
stream at a major midwestern refinery. 

Both at home and abroad, CB&I’s coordinated services 
are invaluable in projects involving steel tanks, towers 
or processing vessels. If you demand the best . . . you 
can’t be satisfied with less than CB&I’s seven decades of 
Craftsmanship in Steel. We would welcome your inquiry. 


Tanks and stee! plate work for Municipalities... 
Aircraft, Chemical Process, Petroleurn and Pulp 
and Paper Industries ...and Industry at Large. 


Cuicaco Bripce & Ron COMPANY 
r GIS CHICAGO 4, ILLINOIS 


OFFICES AND SUBSIDIARIES IN PRINCIPAL CITIES THROUGHOUT THE WORLD 
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CRUDE EQUIPMENT, many laborers keep costs and production low at Diamond Alkali Co.’s DDT plant in Mexico 
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Big Companies Think Small 
When Moving Into Mexico 


A handful of big U.S. manufactur- 
ers are happily turning some of their 
foreign factories back to the way things 
were 40 or 50 vears ago. The result 
often is a rumbling, clanky, creaky pro- 
duction system that is reminiscent of 
19th Century England, but it’s proving 
highly successful and may have some 
lessons for other manufacturers. 
¢ Competitive Pressure—The plants are 
in Mexico. And the reason for this 
about-face is the competition the U.S 
manufacturers are running into from 
Mexican operators. Although Mexico 
is a lucrative market, it’s also a small 
one. And highly automated U.S. pro- 
duction lines, transplanted in Mexico, 
are just too efficient to be kept running 
fullblast. They might easily turn out 
the country’s market needs for a six 
months’ period in a single day. Mexi- 
can manufacturers, on the other hand, 
operate with a minimum of equipment 
and low overhead and capitalize on 
cheap labor. 

Yet U.S. manufacturers, operating 
the Mexican way, can squeeze out big- 
ger profits by having plants located in 
Mexico than they can by shipping in 
goods from their U.S. factories, Some 
of them—including Diamond Alkali 
Co., Johns-Manville Corp.—are resur- 
recting old equipment and methods to 
keep plant costs and output low. If this 
rather bizarre plan works, it could pro- 
vide the answer for other big U.S 
companies that want to build small 
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local plants abroad but are leery of for 
eign markets too thin for mass produc 
tion 
¢ How to De-Automate—De-automa- 
tion is much trickier than it looks, 
however. Behind the lumpy conveyors, 
the outmoded hand cranks, and all the 
hand-me-down equipment are 
pretty shrewd economics and engineer- 
ing 

What vou have to do, says Johns- 
Manville, is “think small,” and for the 
big U.S. companies—long oriented to- 
ward pushbutton — engineering—this 
ibrupt turnaround may take quite a lot 
f imagination and engineering savvy. 

Diamond Alkali built a de-automated 
DDT plant in Mexico City to get 
round import restrictions. By 
U.S. standards, a modern plant wasn’t 
feasible. But after some ‘“‘research in 
reverse,” Diamond Alkali blueprinted a 
scaled-down, toy-sized plant that turns 


some 


sOTIIE 


out six to seven tons daily. ““To make a 
profit,” says Bruce D. Knoblock, gen- 
eral manager of Diamond Alkali’s 


Mexican operation, “everybody told us 
we needed a minimum capacity at least 
five times larger than we have.” 
Johns-Manville’s plant in Mexico 
produces asbestos industrial packings. 
‘Our direct uildn’t envision a plant 
is small as the one we decided to 
build,” according to Ralph C. Kaiser, 
general manager for Johns-Manville in 
Mexico. . Its production there is for a 


market less than 1% of that served by 


ot t34 ERS 


MEXICAN worker at Diamond Alkali plant uses a mallet to break up sulphur lumps. In the 











































ASBESTOS PACKINGS are hand sorted 
at Johns-Manville Corp.’s Mexican plant. 
Automation just isn’t practical. 


U.S., crushing is done automatically. 
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Welcome to a population that’s industry-minded . . . a stable, 
easily trained labor force that’s proud to offer a good day’s work 
for a day’s pay. Louisiana’s people supported the creation of the 
State Department of Commerce and Industry in 1936, supported 
its pioneering 10-year ad valorem industrial tax exemption. Enjoy 
the benefits of a hospitable people and a cooperative state. Louisi- 
ana’s Department of Education provides special training for 
employees of new business and industry . . . Louisiana’s Employ- 
ment Security Division will conduct surveys of available labor, help 
interview and screen employees. Such benefits are an idea why we 
say, “In Louisiana, Climate is a lot more than just weather.” 

Every section of Louisiana has: SIZABLE COMMERCIAL CENTER ABUNDANT 


FRESH WATER/ ACCREDITED UNIVERSITY OR COLLEGES, GOOD SCHOOLS 
TRADE SCHOOLS/ GOOD TRANSPORTATION/LOW COST POWER AND FUELS 


Write for new booklet, ‘‘Louisiana Invests in Industry.’’ Other information 
available each inquiry receives individualized handling 


LOUISIANA DEPARTMENT OF COMMERCE & INDUSTRY 
SECOND FLOOR - BATON ROUGE 4, LOUISIANA 
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Johns-Manville’s main packing plant in 
Manville, N. J 

Radio Impulsora Mexicana, a Mexi- 
can outfit with engineers and knowhow 
supplied by a now defunct U.S. com- 
pany, is another example of what’s 
going on. It set up an entire produc- 
tion line that puts most of the stré 
on the Mexican’s skill with his hands 
rather than on automatic process¢ 


The plant can whisk out about 700 
radios a day 
¢ Small and Simple—In these three 


plants and several others in Mexico, pro- 
duction grows out of almost niggling 
economy 


Diamond Alkali, for example, use 
team of four men on two shifts daily t 
get liquid DDT into a solid package- 
able form, put it into bags, and store 
it for shipment. In the U.S., the sam 
thing is done automatically, with liquid 
DDT poured onto a belt, dried in 
thin layer, and chopped into flakes in 
one process he flaked DDT is bagg 


} 


and stacked automaticall 
The automatic system used in the 
U.S. for doing this costs about $50,- 
000, but spews out packaged DD 
much too fast for the Mexican market 
to swallow. The Mexican operation, in- 
cluding pickaxes and spades for break- 
ing up the bigger chunks of DDT be 
fore it’s ground, costs only $8,000. A 
belt and hopper were bought as junk 
and hooked up to an antique grinder 
for almost nothing 
e Sizable Saving—The story is the same 
at the Johns-Manville plant. In one 


case, a special tank was needed for stor- 
ing a low-friction lubricant. Company 
engineers at Manville, N. J., recom- 
mended a 50-gal. stainless steel tank 
“because that’s what we have up here, 
and it works the best.” The cost for it 


in Mexico would have been about 
$2,000. Johns-Manville in Mexico set 
tled for a common household water 
tank that does just as well. The price: 
less than $20 

[his same pattern carries over to Ra- 
dio Impulsora and several other smaller 
U.S. plants. Radio Impulsora made its 
miniaturized hand-assembly “operation 
so profitable, as a matter of fact, that 


it plans to export its radios and also 

start making transistor When this 

happens, the company might hav 
| 


to knock out a few walls and get morc 
machines into the operation. All thes 
producers, of course, would welcom¢ 
such an eventuality. But thev’re 
holding their breath until it comes 

“You have to think small, adapt, and 
be flexible to make production profit- 
able for this small a market, savs Johns- 
Manville’s Kaiser “Unfortunately, 
there are no good records on how we 
did it in the U.S. around the turn of 
the century when the markets were 
little. This would bx big help to 
right now.” END 
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Gift to Rambler Buyers—Maybe 


@ George Romney, American Motors president, says 


it’s a way Rambler can share its fruits of progress with the car 


buyers who put sales over the goal. 


@ It’s based on monthly sales gains over year-ago 


figures, and December will have to start making a showing 


before the plan means much. 


@ Buyers of cars in the premium months will be paid 


back in U.S. savings bonds. 


American Motors Corp., which last 
fall raised prices on its best-selling 
models, is now offering to give part of 
the increase to future customers—if they 
will join in a sales promotion campaign 
to boost AMC sales higher than ever 
before. If the campaign does not boost 
sales, the customers get no bonus. 

George Romney, AMC’s restless 
president, calls this a “new Rambler 
crusade . . . based on sharing Rambler 
progress with car buvers.”” If Rambler 
sales exceed year-ago figures for the 
four months ending Mar. 31, buyers 
will get Series E bonds—maybe. ‘The 
whole scheme is predicated on Rambler 
dealer sales of 10% more cars this 
month than in December a year ago. 
lor the first 10 days of December, Ram- 
bler sales were only 1% ahead of the 
like period last vear. 

At the same time that American 
Motors announced its customer rebate 
plan, it told the dealers they would get 
bonuses if thev beat last vear’s sales. 
¢ Different From Ford—Bonus plans 
for dealers are common. But not since 
1915, when Henry Ford returned $50 
to every buver because he had sold more 
than 300,000 cars, has anvone offered 
to give some buyers a post-sale bonus. 
However, Romney's plan is nothing 


like that of Ford. 


If AMC sales in December reach 
33,181—10% higher than in December, 


1959—every buver in that month will 
get a $25 bond. If December plus 
January sales reach 71,625—10% higher 
than in the same two months a vear 
ago—Januarv buyers, too, will get a $25 
bond. February and March buvers will 
get bonds if the cumulative monthly 
totals continue to show a 10% incre- 
ment in the cumulative increase being 
worth another $25 bond. For instance, 
if December-Januarv sales reach 78,136 
—20% higher than those two months a 
vear ago—January buvers will get a $50 
bond and December buvers will get an- 
other $25 bond. For another example, 
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if March sales are so high that the 
December-March total is 50% higher 
than the same four months of the pre- 


ceding vear, the buvers in March will 
get $125 in bonds and the buvers in 
the preceding months will get bonds 
in the amounts necessary to bring their 
total up to $125 

If the plan seems to be successful, 
Romnev savs it may be continued be- 
vond March. In effect, it all hinges on 
December sales. Sales in the first 10 
days were expectations for all 
companies. If December Rambler sales 
miss by 10‘ this shortfall must be 
made up in January. 

If the two-month goal of a 10% in- 


he] 
DCIOW 


crease is then reached, the December 
buvers still will get a bond. On the 
other hand, if December sales fall so 


short of the mark that the deficit can’t 
be made up in January, it is unlikely 
that anv customer will ever get a re- 
bate—the monthly increase would have 


to be so much better than expected. 
¢ Cost of Plans—Ford’s plan was sim- 
ple and sweeping. If the company sold 





GEORGE ROMNEY, American Motors 
president, comes up with a risk-free pro- 
motion of Rambler sales. 


more than 300,000 cars from Aug. 1, 
1914 to Aug. 1, 1915, every buyer 
would share in the profits. As it turned 
out, ord sold 308,213 cars and paid 
out $15,410,650. 

Under Romney’s plan, if sales made 
a 50% increase, AMC would have to 
pav out $18,698,062. 

Ford not only made his rebate to all 
buyers—instead of only some, as AMC 
pioposes to do—but Ford’s $50 also was 
a great deal more significant in 1914 
terms of wages and the price of the Ford 
which was then $490 as a touring car. 
And Ford followed through _on his 
program by cutting the price on 1915 
models by $50. 

American Motors can well afford its 
“iffy” rebate. Its best-selling car is the 
Rambler Custom four-door sedan, 
which was priced at $2,383 in 1960 and 
now is priced at $2,413—an increase of 
$30. AMC says the difference comes 
from the aluminum engine that was in- 
troduced this year. 

A $25 bond, of course, costs AMC 
only $18.75 and, due to the pricing pol- 
icy in the auto industry, each car above 
a certain volume yields a higher profit 
than cars below that volume. gS if 
AMC should sell, say, 9% more cars 
than last year, it would reap very fat 
profits which it would not share with 
the customer. 

Any rebate AMC buyers get is tax- 
able as income by both the federal gov- 
ernment and the states that have in- 
come taxes. 
¢ No Panic—Other auto companies in 
Detroit say they aren’t excited over the 
\merican Motors plan. Dealers who 
were queried don’t seem to care one way 
or the other—they feel they would sell 
cars with or without the rebate offer. 
General feeling in the industry is that 
Romney has come up with another risk- 
free promotion. 

Without the drama of Romney’s 
séheme, every auto company shares 
profits with the buyers during the sum- 
mer months. What happens is that the 
“standard volume” on which prices are 
based is exceeded, and the manufactur- 
ers then begin reaping higher profits per 
car. So they ask their dealers to load up 
on these end-of-run cars, with the car- 
rot being a greater discount. In effect, 
the factories cut their prices, and the 
dealers consequently can offer a lower 
retail price. 

That’s part of the reason why you 
often can buy a Chevrolet or Ford 
cheaper thar. even the lowest-priced 
Rambler. One thing Romney undoubt- 
edly hopes is that his rebate plan will 
push AMC past the standard volume 
figure earlier than in the past. END 
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LUCKY STRIKE 


Americans are puffing their way to the 
close of another record year of smoking. 
According to an estimate made for 
BUSINESS WEEK by industry expert Wal- 
ter R. Knight, domestic sales will reach 
a new high of 476-billion cigarettes 

Che leading brand again this year is 
American Tobacco Co.’s red-packaged, 
king-sized Pall Mall, which last vear 
wrested first place away from R. J. Rey- 


nolds Vobacco Co.’s Camel, once the 
perennial sales leader 
In almost every respect, this year’s 


cigarette consumption record looks en 
couraging to the tobacco industry 

About 60-million people—36-million 
men and 24-million women—smoked 
this vear: that’s about 2-million more 
than ever before. What's more, each 
smoker lighted up oftener, averaging 
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7,561 cigarettes for the year. Retail 
dollar volume set a new record of $6.6 
billion, a gain of about $500-million 
over 1959. 

There was just one disturbing 
as the old records went up in 
Ihe rate of increase over the 
vear in number of cigarettes smoked 
shrank from 3.8% to 2.5‘ 
¢ Taste Trends—Preferences 
types of cigarette 


] 
ignal 
smok 


previou 


among 


continued to follow 


trend lines laid out in the past few 
vears. For the first time, filters (in 
cluding mentholated ones) captured 
more than half of all cigarette sak 
It took them just a decade to reach 
this milestone; 10 vears ago thev got 
started with only 1% of the marke! 
“Regulars”’—the 70-mm.  cigarctt 
that dominated the market until the 


Estimated Sales of All 
Types of Cigarettes 


Domestic Sales by Brands 
in Billions of Cigarettes 
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cancer scare a few years ago—continued 
their slide in sales, but the percentag« 
of decline was milder, much milder, 
than it has been in recent vears. King 
sized cigarettes, spurred by the sales 
lead of Pall Mall, slightly increased 
their total sales while clinging to about 
20% of the market. Mentholateds set 
a record for the industry by 
sales 23% over 1959 

e Leading Brands—Each of these four 
tvpes—regulars, kings, filters, and men- 
tholateds—is represented among the six 
top-selling brands. ‘The leader in each 
of these four types bettered its 1959 
results. 


boosting 


losing ground to Pall 
increase for the second 
n other vears since the 
had declined ly 
old regulars, such as 
Chesterfield, Old Gold, 
is, all continued to los« 


mcer sca it stead 
Lucky Strik 
ind Philip M 
ground, 
Winston, last vear tied with Lucky 
Strike, registered a 15.3% 


’ 
and 


Increase 


lamped fin onto third place in the 
brand stand Lhe filter category, in 
fact, was generally successful, though 
sticking a filter on the end of a cigarette 
offers no guarantee of sales results. ‘The 
No. 2 filter, Kent, is an example; its 
sales drooped for the second successive 
veal 

Some tobacc ) peopl insist that Kent 
and its “hi-fi filter’ cousins—Parliament 


smoke, but they also hold back the 
smoke. ‘Their sales spurted as the cancer 
scare reached its peak, but this year 
Parliament could do no better than 
hold steady in sales while Life, Hit 
Parade, and Duke tailed off badly 

Dual brands—a filter cigarette and a 
non-filter cigarette marketed under the 
same name—showed good gains, espe 
cially the filter versions of Herbert 
lareyton and Raleigh. 

Salem, leader in the menthol group, 
chalked up more than half the group's 
and took sixth in the | 


sales over-all 
brand standings. 


Most other menthol 
brands gained, too, but even menthol 


offers no surefire formula—Oasis and 
Spring suffered sharp declines. 

e Fewer Novelties—The rush of new 
brands calmed down somewhat this 


Pall Mall lengthened its first-place Life, Hit Parade, and Duke—should be year. ‘lwo new ones, Belair and Ken 
lead by racking up almost three out of — treated ibspecies. These heavil tucky Kings, made it big; both topped 


every four sales of kings. Chesterfield muzzled filter 
Kings also improved sales from last yeat the possil 


l-billion sales in half a vear. Kentucky 
Kings provide something unique in 


purport to cut down on 
harmful ingredients of 


Estimated Company Sales of Cigarettes by Types 


(Sales in Billions of Cigarettes) 


COMPANY All Cigarettes Regular Size King Size Filter Tip _ Menthe 
ie 1960 1959 1960 1959 1960 1959 1960 1959 1960 1959 
R. J. Reynolds Tobacco Co. .... 1508 133.7 665 63.5 02 02 496 43.0 345 270 
American Tobacco Co. ........123.4 120.0 41.5 43.0 716 67.6 10.1 9.4 0.2 Se 
Liggett & Myers Tobacco Co.... 53.7 55.5 149 165 12.7 115 25.1 20 10 #15 
P. Lorillard Co. ........... .. S12 829 28 3 15 2. ae eee ee oe 
Brown & Williamson ...-....-.-- 48.8 45.3 ay Sut 3.6 35 23: 2 18.9 - %3.7 
PU MMT Us cs 6 ask eb. 46.0 44.0 5.7 6.9 4.3 43 333 Ho 2.7 18 
PE Sod ook cies. eg 2.1 2.3 0.7 0.2 0.2 iz 1.0 Ge: - 2 Biig 
OVAL oie 6 ks Nevo ae ws TO 488.7 94.1 90.4 188.9 179.6 60.9 49.7 
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How the Smaller Brands Sold 
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the wav of filter materials: tobacco itself 
cut into very fine particles. 
¢ Company Competition—This year 
goes down as the industry's most relaxed 
year on the health front since the first 
studies suggesting a link between ciga 
rettes and cancer. The poor showing of 
the hi-fi filter group suggests that the 
health question is losing its bite. Adver- 
tising themes shifted from medical 
considerations to a new stress on the 
pleasures of smoking 

In the ranking of companies, R. J 
Reynolds enjoved an outstanding vear, 
with three brands in the top six sellers 
Camel, Winston, and Salem. Revnolds 
increased its industry-leading share of 
the market from 29.5% to 31.6% 
Brown & Williamson Tobacco Corp 
also raised its share of the market 
slightly, while the other major 
panies declined 

U.S. Tobacco Co., which has been 
diversifying into the food field, is mov 
ing toward major league status among 
cigarette companies. It acquired manu 
facturing and marketing rights for 
brands owned by Riggio ‘Toba 
and manufacturing rights for Stephano 
Bros. brands 
¢ Export Hits—The export trade, a 
market for an estimated 20-billion ciga 
rettes for U.S. producers this vear, was 
threatened by developments abroad. 
Venezuela, formerly our best customer, 
banned U.S. cigarettes entirely, and 
several other countries jacked up tariffs. 
U.S. companies also met sharper com- 
petition from Russia and Red China 

Such developments have prompted 
U.S. companies to build plants overseas 
and to license foreign manufacturers 
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Canada has approved the formation 
of a fully commercial TV network to 
compete with the government-subsi- 
dized CBC. 

€ 

United Auto Workers Local 600, 
dissatisfied with the economy and pat 
ticularly with Michigan's unemplov- 
ment, is promoting a “Sell a Michigan 
product” program among Detroit cat 
The local, whose 31,000 mem 
bers work at Ford's Dearborn plant 
isks salesmen to push Ford. cars and 
parts made in Michigan, which means 


dealers 


the two biggest V-8 engines, rather 
than the standard V-8, which is madc 


in Ohio. 
e 

New lines are in order for (1) Nox 
zema Chemical Co., which is adding 
cosmetics (with medicated and antisep- 
tic properties) to its medicated skin 
care products, and for (2) Carter’s Ink 
Co., which will introduce hobby and 
tov kits at the tov fairs next spring 
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Buy While You Watch |; 


It’s “participation TV,” giving viewer a feedback box 


to order what he sees; promoters are tying it in with already 


wired community antenna TV systems. 


Over the past 10 years pay-TV has 
been praised, condemned, publicized, 
ind partly tested—without getting very 
far. Now it mav get its real start in 
what is literally a fringe area of the tek 
vision industry -community 
television—and in a form that 
the viewer not only to pav for the 
grams he wants, but to order on the 
the merchandise he ulvertised 

This form of “participation TV 
gives the viewer, in effect, the chance 
to “talk back” to the set via a feedback 
When it’s geared to direct sell- 
ing, this “talking back” means—as the 
illustration at the right suggests—that 
the viewer can respond then and ther 
to the TV pitchman’s blandishments 

As “participation IV” is planned for 
community antenna areas, however, the 
viewer would not become a_ captive 
buver. A subscriber would still have a 
choice of paving a fee to see the “par- 
ticipation” program—getting the bill at 
the end of the month—or of turning to 
a sponsored channel 
¢ How You Buy—The woman in the 
cartoon has chosen to participate. What 
she is doing at the top of the drawing 
is working the feedback box to indicate 
that she wants to buv the item being 
plugged. This she does by flipping a 
kev and pressing down a bar 
This sends back a “sold’’ signal to a 
central coding unit. By manipulating 
buttons, on the basis of a 
code described by the pitchman on the 
screen, she gives size, color, shape 

Signals can flash back to the 
unit at the rate of 350 sets per minut 
The information it picks up provides 
shipping instructions for filling the sub 


intenna 
enables 
pro 
| 
spot 


t 


SCCS | 


device 


on thy DOX 


two other 


central 


scribers’ orders from a warchouse. The 
unit also records a charge to the sub 
scriber’s account, and at the end of the 
month renders a bill. Credit-worthin« 

is determined when th t first 


hooked up for participation T\ 
¢ Community Setup—Thx 
feature explains where community an- 
tenna TV comes in, since the feedback 
signals must be transmitted over wire 


rc¢ dbac k 


Laving wire to every televised hom« 


1s in 


¢ 


expensive — proposition—about 
53,500 per mile of cable. So outfits in 
terested in participation TV, such as 
New York’s TelePrompTcr Corp. and 
Marvland’s Entron, Inc., turned 
to the biggest available source of wire 
I'V systems—community tele- 
vision, or CATV. 

CATV is a little-known industry, 


have 


intenna 


televised 
communities, 


million 
homes in about 750 U.S 
most of them 
remote places 


scrvicing iround a 


located in geographically 
Basically, CATV sprang 


up to supph television to areas where 
interference, cither from hills or clash 
ing station signals, made it impossible 
for the standard commercial T'V set to 
pick up a decent pictur 

In the t pl 1 CATV system com 
plex, highly sensitive antennas are set 
up atop the highest point in the vicin- 
itv. Irom this receiving point a cable 
runs into town and fans out in a web 
of wires that bring a piped-in signal to 


everv subscribing home 


¢ Starting Point—Companies interested 
in participation ‘T'V sce these 750-odd 
CATV system is its logical nucleus 
They figure they can convert present 


CATV svstems bv adding a feedback 
wire at about half the orginal CATV 
installation cost—for roughly $1,750 
pct ( ible mil 

With this in 


has been buving 


mind, TelePrompTer 


up CATV svstems. At 


present it owns five—in places such as 
Eugene, Ore., and Liberal, Kan.—and it 
is dickering to buv four more. It is pre 
paring the Liberal svstem to start par- 


ticipation TV operations in 1961 


. Versatile Device 


FelePromp Ter isn’t relving solely on 


idding participation TV to CAT 
tems, how It has started work on 
i participation unit t take in 
one of the planned 000 hon in 
Kaiser Industries Corp Hav Ka 
development near Honolulu 

here, TelePrompTer hopes to prove 
the versatilitv of participation I'V_ by 
linking it directly to an educational 
svstem. Some CATV system read 
ffer an impressive arrav of educational 
LV programs; on n Ithaca, N. Y 
draws heavilv on Cornell Un t 
cators. TelePrompTer cites the addi- 
tional value of the feedback device for 
getting frequent readings on st nt 
understanding of what’s taught. Th 
feedback box could also b d for 


true-false or multiple-choic 
e Market Research Tool— 


Participation 


I'V promoters a plug its potential as 
a marketing researcher’s tool. It would 
work like this: Characteristi of the 
subscribers in h home would be 


gathered when the home was hooked 
up. Advertisers would offer subscribs 


I 
1 small premium for taking part in 
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h Is Pay-TV's New Angle 


; 


rf 


tests of a new product or a new com- 
mercial. Participants, watching th 
test, would answer questions by flick 
ing switches on the feedback boxes. 

[he system would offer several ad 
vantages. The researcher would get a 
quick response from the whole test 
group, in a test conducted by one per 
son (the announcer) at the same time 
of day, under normal T'V home-viewing 
conditions. 

Market researchers now go to great 
lengths to achieve such conditions. 
[hey strive to avoid variations that 
come from using different interviewers, 
at different times of dav; and thev are 
especially worried by artificial efforts to 
simulate normal environment. Strictly 
controlled conditions cost money—a 
careful test of alternative T'V commer- 
cials runs to about $8,000 on Madison 
Avenue these days. TelePrompTer will 
charge a small fraction of this. 
¢ Doubts—TelePrompTer’s Pres. Irving 
B Kahn is already touting his Liberal, 
Kan., sctup as a microcosm of the U.S. 
marketplace. Researchers question this. 
Most CATV systems went to the ex- 
pense of a community antenna because 
of inaccessibility—and this makes them 
rather atvpical of the U.S. market. 

Researchers also fear that subscribers 
would get “‘test-sophisticated” pretty 
fast. Skeptics point out, in addition, 
that the participation system—with its 
four-kev feedback—could be used to 
answer only very direct questions, rul- 
ing out depth research 
¢ Will It Sell?—But participation TV's 
purpose isn’t primarily to predict how 
goods or commercials will sell. It is to 
sell the goods themselves. What and 
how well will it sell? 

Its greatest promise probably lies in 
clinching the sale of demonstration 
merchandise. .TV is generally consid- 
ered the best vehicle, short of a sales 
man, for demonstrating consumer 
goods. But most I'V viewing—and its 
most costly advertising--falls in prime- 
time evening hours; viewers have a 
night’s interval before they can_ act. 
Participation TV will offer advertisers 
the chance to close sales immediately 
* Biggest Plus—TelePrompTer’s Kahn 
is banking heavily on use of these serv- 
ices to spread the costs of his form of 
payv-I'V. By getting revenue from sev- 
cral sources, he won't be solely de- 
pendent on what viewers will pav. 

This could be participation TV's 
biggest plus. Critics of pay-TV contend 
there just isn’t enough top-flight pro- 
graming to attract a mass audience for 
day-in, day-out support. The experience 


of Paramount Pictures Corp.’s_ cable- 


connected, coin-operated system in To- 


ronto (BW—Mar.12’60,p131), while 
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not conclusive, does suggest this could 
be a problem. Paramount has pulled 
in better than half the subscriber homes 
it $1 per home per showing) for some 


thing like the flm, The Ten Com 
mandments. But a number of its shows 
pull less than 20 

Kahn concedes the paucity of s 
tacular box office attractions. H« 
poses to skim the cream, offering sub 
scribers only about 13 top movies and 
13 special events—all-star games, cham 
pion fights, top Broadway shows—in a 
vear. He plans to spread the cost of 
signing up such attractions by also of 
fering them to theaters via closed-ci 
cuit TV—as he did with the second 
Patterson-Johansson fight. He had to 


post a $700,000 guarantee on this, so 


far has grossed well over $2.3-million 


CC 


] 
t 
pro 
pt 


ll. Against the Competition 


\s a form of pay-TV, how does Tele- 
PrompTcr’s system stack up against bet 
ter-known competitor systems? Kahn 
contends that the coin box feature of 
Paramount's system is costly to install 
and maintain. Paramount’s Toronto op- 
erator, Trans Canada Telemeter, con 
cedes the operation is still in the red 
and admits the coin box has been a 
prime cause of the deficit. 

I hree Canadian companies, planning 
to set up a pay-TV opcration next year 
in Sault Ste. Marie, Ont., expect to send 
monthly bills instead of collecting via 
a coin box 

One CATV expert, however, thinks 
l'elePrompTer’s cost estimates err on 
the side of optimism, figures they will 
run about equal to ‘lelemeter’s 

TelePrompTer does concede some 
cost advantages to Zenith Radio Corp 
and RKO General, Inc.’s, proposed 
coded wircles vstem for Hartford 
(BW—Oct.22'60,p28), in which the 
subscriber unscrambles pay-TV with a 
decoder on his set. But VelePrompTet 
sces the Zenith svstem held up by po 
litical infighting 

Unlike Paramount’s and lelePromp 
ler’s svstem, Zenith’s- going ove! the 
1lr—requir Federal Communications 
Commission approval. It now appears 
that FCC will approve a three-year test 
operation for Hartford. But it took 
I'CC three vears to get that far, and the 
test doesn’t commit it to anvthing 
¢ Hurdles—TelePrompTer itself may 
have to vault some high legal hurdles 
Some IV station owners are suing 
CATV operators for a program rental 
fee, contending the stations are entitled 
to a cut of the CATV profit 

There’s also the strong possibility 
that FCC will try to extend its jurisdic- 
tion to CATV 
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AIR CONDITIONING ... increasingly a necessity 





IN THE SEARING SUMMER SUN... A HARVEST BOON 


.. and in fall’s frosty weather, too, air condition- 
ing serves the comfort—and efficiency—needs of 
this combine operator. In the cab, clean, filtered 
air at controlled temperatures is available at the 
flick of a switch. 

This out-of-the-ordinary application illustrates 
again businessmen’s broadening awareness of 
air conditioning’s contribution... their recognition 
that—in the field, on the road, in office or factory 


Request portfolio of information 
Dunham-Bush 
dustry’s most complete line o 
ditioning, refrigeration 
specialized heat transfer products 


‘ 





on 


) 


producer of the in- 
air con- 
heating and 


—a comfortable worker produces more, makes 


fewer mistakes, takes less time off, gets along 
better with his fellow employees. 

If your responsibility includes gaining an edge 
yMpany’s costs 


in productivity ... keeping your 


learn more about 
pro- 


ducer of the industry's most complete line of air 


competitive ... it will pay you to 


air conditioning—and about Dunham-Bush, 


conditioning, heating and refrigeration products. 





DUNHAM-BUSH, INC. 


WEST HARTFORD 10, CONNECTICUT, U.S.A 


SALES OFFICES LOCATED IN PRINCIPAL CITIES 
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Washington takes a sober view of Moscow’s new budget and the Soviet 
economic plan for 1961. Both were revealed this week before a meeting of 
the Supreme Soviet. 


Taken together, they show higher military expenditures than U.S. 
officials expected, plus a faster rate of industrial growth. 


There are hints, too, that Soviet economic assistance to the under- 
developed countries will be stepped up, though no figures are available yet 
on this point. 


Moscow is claiming that its military expenditures will come down next 
year, and a superficial reading of the draft budget suggests that this is the 
case. But, as usual, there is some juggling involved in the defense figures. 
According to Washington calculations, planned military expenditures actu- 
ally are about equal to those of the past two years. ; 


If Soviet production figures are to be believed, over-all economic growth 
is exceeding the high targets set in the Seven-Year Plan. To U.S. officials, it 
looks as though the Plan goals are being met at least six months ahead of 
schedule. 


The planned increase of 8.8% in industrial production next year is 
higher than in either of the past two years. Industrial growth is uneven, of 
course. Steel seems to be doing nicely— it is due to rise to about 78-million 
tons next year, or by 9%. Chemical output, by contrast, is lagging behind 
schedule. 


At the rate Soviet industry is growing, says U.S. officials, the U.S.S.R. 
will be ahead of the U.S. in total industrial output before 1980—assuming 
U.S. growth rates do not improve in the years ahead. (Put into Western 
terms, the Soviet gross national product is growing at about 6.5% a year.) 


Note these points, also: Soviet consumers will continue to do a little 
better, though their share of the national income won't rise next year. Hous- 
ing will drop off as state credits for private dwellings are cut back. 


Capital investment is due to rise 29%, or about the same as in recent 
years. 
- @ 


The six members of the European Economie Community (EEC) agreed 
at midweek to go ahead with their speedup plan for tariff cuts among mem- 
bers and toward the outside world. This acceleration plan was approved last 
May. But recently it has been threatened by a Dutch-German wrangle 
over agricultural problems. 


Now, the six EEC nations will reduce their internal tariffs by 10% on 
Jan. 1, bringing the total cut to date to 30%. They also will begin setting up 
a common external tariff on Jan. 1. In both cases, EEC is moving a year 
ahead of the original schedule. Under a compromise arrangement, many 
agricultural products will be included in the speedup. 


The confused situation in Laos is beginning to sort itself out. It’s a 
familiar cold war story—almost a Korea on a small scale. The sides are 
taking shape, with Premier Boun Oum and Gen. Phoumi Novasan leading 
the pro-Western element, Capt. Kong Le leading the leftist rebels, while 
former neutralist premier Souvanna Phouma has fled to Cambodia. 


At midweek, the pro-Western forces, with U.S. military and economic 
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aid, controlled the nation’s administrative capital of Vientiane. The left- 
wing elements, which are receiving Soviet arms, have withdrawn to the 
countryside, much of which they control. 


Trouble is a long way from over in this gateway from Communist China 
into Southeast Asia. Kong Le’s soldiers are getting more than Soviet arms; 
they are being aided by the Communist Pathet Lao, the North Vietnamese, 
and the Chinese Communists—together perhaps the best and most experi- 
enced guerrilla fighters in the world. 


Look for a turn in the Congo crisis. Pres. Kasavubu’s authority is grow- 
ing. Supporters of the deposed premier, Patrice Lumumba, are losing 
strength. If this trend continues, something approaching stability might 
be attained. Col. Mobutu—Pres. Kasavubu’s military ally and the man who 
threw out the Russians and Czechs—has an apparently effective blockade 
around Oriental Province, Lumumba’s principal stronghold. 


Outside the Congo, however, Lumumba has friends: the Soviet bloc, 
plus several African and Asian neutralist nations. And while they lost 
out this week with a pro-Lumumba proposal to the U.N. General Assembly, 
they can be expected to stir up as much trouble as possible in the Congo itself. 


French Pres. Charles de Gaulle is moving ahead with his plans to settle 
the Algerian war despite all the forces trying to deter him. He is walking 
on the razor’s edge, adhering to his course, ignoring seeming setbacks such 
as the outbreak of violence in Algiers last week (BW—Dec.10’60,p114). 


In a speech this week, de Gaulle began his appeal for support from all 
sides for his plan to set up a provisional Algerian administration leading to 
Algerian self-determination. He will continue his campaign in two more 
addresses before putting his policy to a national vote, scheduled for metro- 
politan France and Algeria at the end of next week. 


De Gaulle’s chances of success still seem 50-50 at best. He must have 
an overwhelming “yes” vote next week to go on to the next step, which will 
involve a military truce and negotiations with the Algerian rebels. 


The new Administration has been offered a prescription for the U.S. 
balance-of-payments problem. It comes from two liberal Democrats—Reps. 
Henry S. Reuss (Wis.) and Byron L. Johnson (Colo.). This week, after a 
month of on-the-spot interviews with European monetary authorities, they 
presented it to the House Banking and Currency Committee. 


In several respects, the Reuss-Johnson remedy follows that of the out- 
going Administration. The two Congressmen want to maintain liberal 
foreign trade and aid policies, trim overseas military expenditures, tie aid 
funds to the purchase of U.S. goods, and get a maximum of sharing of aid 
burdens with Europe and Japan. 


But Reuss and Johnson would go further than this. They suggest 
tightening “business” tax deductions for foreign travel and lowering the 
$500 limit of duty-free purchases that Americans may bring home from 
abroad. In addition they would tighten up tax provisions that encourage 
American capital to migrate to advanced industrial countries. 
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WILL RED CHINA 
FIGHT US WITH 
CHEMICALS ? 


If Communist China is really splitting with the Soviet, watch 
Mao start building up industry like mad. Don’t be surprised, but 
the Far East can become a serious chemical threat. So warn the 
editors of CHEMICAL WEEK...and all over the U.S. Chemical 
Process Industries, management is weighing its words, counter- 
attacking with new plans and decisions. 

Competitive life in the CPI runs hot and management must keep 


conditioned to cope with it. Challenge hits on all fronts — prod- 
ucts, packaging, plants, processes, prices... affects management 


in all operating areas...out in the marketplace or running the 
plant, turning out today’s product or researching tomorrow’s. 


This is the cor:munity of interest in which CHEMICAL WEEK 
has been so authoritative in ten of the growingest years the CP! 
has ever known. This is a. responsibility CHEMICAL WEEK alone 
shares with the men-in-command in all job functions. Of all 
publications in the field only this one is acknowledged “/ndustry 
Spokesman for CPI-Management.” And that’s why CHEMICAL 
WEEK can make more high-profit/low-cost sales calls for you! 


Chemical Week 


A McGraw-Hill Businesspaper (ABC-ABP) 





GOVERNMENT 


Stages in the 13-Year Battle Chances 


Over Unification of Armed Forces 








1947 A new concept of strate- 


gic military power was 
put forward, based on World War 
ll roles of the B-29 bomber and 
the atom bomb (pictures, right). 
Picture shows Fat Man bomb that 
was dropped on Nagasaki in last 
days of war. With weapons like 
these, the Air Force claimed at 
least equality with the Army and 
Navy. 


1949 Interservice rivalry 


came to a head with 
clash between Air Force plans for 
armada of B-36 bombers and 
Navy's claim for those funds for 
more big aircraft carriers to carry 
out similar strategic missions. 


1953 Ground troops hada 
prime role in the Korean 
War, but end of that war reopened 
the Pentagon’s interservice brawl. 
This was day of the New Look. 


1958 Russia’s launching of 


Sputnik | put steel into 
political demands for more unifi- 
cation, less military working at 
cross purposes. 


1960 Election of a new Ad- 


ministration and fresh 
evaluation of technological prog- 
ress, such as the Polaris missile 
(right) for submarines, reopens 
the whole unification issue. 
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“It’s dictatorship, and contrary t 
evervthing that’s American. It violate 
constitutional principles of government 
organization which guarantee the sep 
ration of powers, checks and balan 
and protection for minority views. An 
it means the abdication of civilia 
control of the military 

This is how a Navv admiral th 
week characterized the Svmington 
for revamping the Pentagon (BW—D<. 
10°60,p28). 

I'he admiral’s reaction illustrates t 

bitter emotionalism that marks 
long-simmering debate over the seen 
ingly academic question of militar 
ganization. 
e Interservice Vying—In part, the fight 
has been generated by differing phil 
sophical views among military prof 
sionals. But it has been more tha 
coincidental that the unification issu 
is intensified whenever the brass a 
forced to skirmish more heatedly f 
defense funds 

Normally the struggle has been { 
shares of a shrinking military dolla 
but there’s a new tvist today. The Ken 
nedy Administration is virtually con 
mitted to a larger defense budget, anc 
for a change the military pros will be 
competing for bigger wedges of. a big 
ger Pentagon pic 
e In Unity, Heat—The unification d« 
bate has been raging ever since the end 
of World War II, when the Trumai 
Administration decided to put th 
armed forces under one head. Th 
issue was forced by the push of th 
Air Force, the junior service, for equ 
status in the U.S. military establish 
ment. 


Jia 


Whatever its merits, this gan 
tion has led to costly interservice rival 
and duplication, painfull long 
decisions on crucial militar 
delavs in development of new weap 
ind other shortcomings that h 
erated much of the criticism about 


nation’s defense posture 

¢ Industry's Stake—Th 

defense organization ha 

for industry. Tor compani 

toric ties to certain militar YI 
ment agencies t n 
realignment 

would interfere with new 
industrv in genet 101 nt 
and unified 
mean fewer an 


iuthorized to deal with cont 
But reorganizat 1 
a clarification of the Pentag 
plex ways of doing busin 
plification of th ynfus 
thoritv. Savs an in t man 
in favor of I inification \ 
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for Real Military Unification 


thing that simplifies that rat’s nest in 
the Pentagon is a good idea.” 

° Speedup—The Symington plan, pre- 
pared by a six-man advisory committee 


for Pres.-elect Kennedy, would push 
much faster toward complete military 
unification. It proposes more authority 
for the civilian Secretary of Defense and 
for a single military chief of staff, de- 
emphasis of the separate services’ roles 
in both policy planning and operations, 
and streamlining and simplification of 
the militarv chain of command. 

Vhe odds are strongly against adop- 
tion of the entire plan. Realities of 
Washington politics rule against it; op- 
position in Congress and within the 
Pentagon is just too fierce. But, on the 
assumption that half a loaf is better 
than none, the plan’s proponents are 
prepared to accept less than the whole 
package. 
¢ Stormy History—Symington’s propos- 
als make up the latest episode in the 
stormy history of military unification. 
It has been a history of bureaucratic con- 
flict right from the start. 

When World War II ended, Army 
and Air Force commanders plumped 
for a single department of the armed 
services headed by a civilian secretary. 
They also proposed a single military 
commander or chief of staff to serve as 
professional adviser to the Secretary and 
the President. Some Army and Air 
Force brass went even further, recom- 
mending merger of all forces into a 
one-uniform service. 

The proposal received considerable 
political support. It was viewed as a 
way to curb expensive and useless dupli- 
cation in the materiel field and to sim 
plify and coordinate military planning. 

The Navy and Marines, also backed 
by widespread civilian support, _ re- 
jected unification. (here was a 
parochial fear that these two services 
would be swamped by the Air Force 
and Army in the fight for shares of a 


declining defense dollar. ‘Even more 
significantly, it was argued that the 


military establishment was too massive 
in organization to be run by one man 
ind that it was politically dangerous 
to concentrate so much authority in 
a single military commander. 
¢ The Compromise—After a two-year 
Congressional debate, a compromise 
was reached in 1947 with the enact- 
ment of the National Security Act. 
For the most part, the law was based 
on recommendations of Ferdinand 
Eberstadt, a New York investment 
banker who had _ held top-echelon 
mobilization assignments in Washing- 
ton during the war. 
The act set up 


unique federated 
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agency to coordinate three separate 
executive departments: the Army, the 
Navy, and a new Air Force. A Secretary 


of Defense was created to coordinate by 
persuasion rather than by direction 
All sorts of safeguards were set up to 
protect the individual “rights:’. of the 
separate -unification was sup 
posed to be a partnership, not a com 
plete marriage. Three key wartime 
agencies set up on an interservice 
were continued by the new law: the 
Joint Chiefs of Staff, the Munitions 


SCTVICeS 


basis 


Board, and the Research & Develop- 
ment Board 
l'o make the new plan palatable to 


the opposition, James V. Forrestal, the 
Secretary of the Navy and an opponent 
of the original plan, was 
head the new federated 


selected to 
agency. But 


l’orrestal, who had approved of the 
compromise, was overwhelmed—and 
eventually driven to suicide—bv_ the 
pressures of welding the contending 


services together. He quickly learned 
that as Secretary of Defense he lacked 
the powers to make unification work 
Ihe armed forces were unified in law 
but not in fact 
¢ Service Wars—A furious rumpus over 
strategy, roles, and missions erupted 
among the There was bitter 
disagreement between the Army and 
the Marine Corps over amphibious 
operations; the Navy and the Air Force 
battled over strategic bombing opera- 
tions; the Army and the Air Force 
squabbled over the emphasis to be 
placed on tactical air power. 

The most violent controversy cen 
tered on the Navy's opposition to the 
Air Force plan to build armada of 


sCTV1ICeS. 


B-36 long-range bombers. The Air 
l’orce and Army, in turn, objected to 
the Navy's aircraft carrier program, 
arguing that the Navv would be wasting 
defense funds in building a_ costly 


m for which there would 
be no logical use in any foreseeable war 
This was the crux of all the contro- 
versies: how to split up the limited 
amount of military spending in a period 
of demobilization. 

Tightening Job—In 1949, Congress 
voted to strengthen unification in the 
hope of muffling the interservice dis- 
putes. Based on recommendations of 
the Hoover Commission and another 
Eberstadt study, measures were passed 
to bolster the powers of the Secretary 
of Defense and to diminish the in- 
fluence of the individual services. 

The C status of the three 
service secretaries was eliminated. The 
Secretary of Defense was given direct 
iuthoritv and control over the military 


departments and an extensive staff to 


weapons Ss\ ste 


ibinet 


administer uniform fiscal and procure- 
ment policies. A chairman was ap- 
pointed to preside over the Joint Chiefs 
of Staff, and the federated national 
military establishment was called the 
Defense Dept. 

Ihe problems of unification were 
stilled for a time by the Korean War. 
With the loosening of military budget 
restrictions, disputes over strategy and 
roles and missions lost their significance. 

But the ruckus over unification 
was resumed in 1953. The Korean War 
was over, and once more the prospect 
of tighter budgets heightened inter- 
service squabbling. In addition, the 
incoming Itisenhower Administration 
was determined to introduce “business 
efficiencies” to the Pentagon. 
¢ New Revisions—Another reorganiza- 
tion plan was enacted, this one based 
on recommendations of a commiltee 
headed by Nelson Rockefeller. ‘To 
push unification still further, the powers 
of the Secretary of Defense were 
clarified and = strengthened, and the 
status and authority of the chairman 
of the Joint Chiefs were enhanced. 

lhe ineffectual Munitions and R&D 
Boards were abolished in favor of 
planning staffs directly under the De- 
fense Secretary’s control. The Joint 
Chiefs were removed from the channel 
of command, and the JCS chairman 
got greater powers over an enlarged 
joint staff for strategic planning. 

Five vears later, the furor over Sput- 
nik renewed demands for greater 
unification. A bill was passed increasing 
the Secretary of Defense’s responsibil- 
ities still further. A new chain of com- 
mand was set up, running directly from 
the President and the Secretary of 
Defense, through the Joint Chiefs of 
Staff once again, to unified combat 
commands in the field. This time, the 
individual services were removed from 
the operational command channel. 

Ihe 1958 change doubled the size 
of the joint staff, to strengthen control 
over the unified field commands. It 
also centralized the Pentagon’s control 
over the services’ wide-ranging R&D 


activities to a greater degree than before 


To Make It Work—Some military ex- 
perts pooh-pooh reorganization as an 
essential in resolving the nation’s 


military problems. ‘They say a vigorous 
executive already has the tools to put 


defense house in order 
They like to cite a comment of For- 
restal in 1947 

Good will can make any 
tion work. Conversely, the best or- 
ganization chart in the world is 
unsound if the men who have to make 
it work don’t believe in it.” END 


the nation’s 


¢ - 
organiza 
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TAIL SECTION of wrecked United Air Lines DC-8 jet blocks Brooklyn street where it fel] following disastrous mid-air collision. 





Where Air Safety Controls Failed 


that everyone in aviation 
feared might sometime happen—the 
collision of two commercial airliners 
wer a citv—finallv occurred last week 
A United Air Lines DC-8 jet, which 
was inbound from Chicago to New 
York’s International Airport, apparently 
straved from its holding pattern and 
struck a Trans World Airlines piston 


A disaster 


engined Constellation arriving from 
Columbus and Dayton. The Connie, 


which was being “‘talked down” through 
1 snowstorm by the La Guardia Airport 
control tower, crashed along with one 
of the jet’s engines in a Staten Island 
held 

Miraculously only five people on the 
ground died, all of them in Brooklyn 
picture), where the jet plowed into a 
row of tenements and a church. But 
ill 128 passengers and crewmembers 
f both planes were killed 
¢ Increasing Danger—As the sky has 
ever with big 
ger and faster planes, the danger of 
collision has increased—and the greatest 
danger has been over cities where ait 
trafhe is densest. For this reason the 
most elaborate ground control systems 
ire to be found there 

Ihe shocking thing about last week’s 
collision is that it was the 


becom more crowded 


first where 
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both planes were controlled—indicating 
with awful claritv that today’s contro] 
systems are not good enough 

Ironically, it was a similar disaster 
four and half vears ago, involving planes 
of the same two airlines, that shocked 
the nation into a realization its airways 
had become dangerously overcrowded 
ind that prompted a vigorous program 
aimed at eventually ending the danger 
of collision 

In that instance, a 


I'WA Constella 


tion and a United DC-7—neither op 
erating with ground control—collided 
over the Grand Canyon killing 128 
people. After that, Congress and the 
wiation industrv moved swiftlv to re- 


vamp the whole structure of air traffic 
control. 
e New Agency—A strong, independent 
Federal Aviation Agency was 
to replace the old, under-financed, 
frequently ineffective Civil Aeronautics 
Administration, which had _ operated 
for vears as a subsection of the Dept 
of Commerce 

In addition, Congress loosened the 
purse strings. In the seven fiscal vears 
preceding the day of the Grand Canyon 
crash, the CAA had requested $341.6- 
million, the Budget Bureau had cleared 
$160.2-million, and Congress had ap 


created 


propriated onl $105-million.. In th 
current fiscal vear alone the FAA 
spending $392-million Airlanes hav 
been rerouted, tight trafic contro! 
established, and a vast program of r 
search and development launched t 
reduce human error as much as possible 
But last week’s collision showed th 
iir safety advances sin th 195 


disaster, notable though thev have been 


have not come soon enough. As FAA 
chief Elwood R. Quesada said after ai 
irlier disaster, ““\We are reaping n 
the reward of our past failures.” 
e Crash Probe—More than 100 federa 
wents, the largest num 
signed to a crash investigation, swarm 
into New York to track down the cau 
f the latest collision On Monda 
Quesada and Whitney Gillilland, chai 
man of th Civil Aeronautics Boat 
gave Pres. Eisenhowe1 prelimina 
report 

It appear they uid, that the 


United jet was making an unauthorizec 
approach to International Airport. It 
had been -d bv ground con 
trcllers to proceed to a holding pattern 
over. New Jerse 


instruct 


ind await clearance t 


land. Instead, it somehow straved off 
course and was 11 miles from its 
signed area when it plowed into th 
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TWA plane, which was just leaving a 
separate pattern. 

W. A. Patterson, United president, 
promptly rejected any implication that 
the jet “was carelessly operated and 
that there was a disregard of instruc- 
tions. We cannot permit such an im- 
pression to exist,” he said. 

At midweek, the unanswered ques- 
tion was not whether the jet was off 
course, but why. Had the pilots or 
ground controllers made a_ mistake? 
Had there béen a malfunction of navi- 
gation or communications equipment 
in the plane or on the ground? Was the 
jet being watched at all times by radar, 
and if so had it been warned it was on 
a collision course—in time? 
¢ Public Inquiry~As the crash probe 
continued, one, and possibly two, Con- 
gressional committees stood ready to 
hold a public inquiry into the disaster 
Staff members of the Senate Aviation 
Subcommittee headed by Sen. Mike 
Monroney (D-Okla.) went to New York 
to follow the FAA-CAB investigation. 
And a House subcommittee headed by 
Rep. John Bell Williams (D-Miss.) 
said it may look into the accident later. 

Two major developments probably 
will be touched off bv the accident: 

e The injection of a new sense of 
urgency into an already sizable program 
to perfect mechanical eves, ears, and 
brains that would automate, or at least 
further mechanize air traffic control and 
navigation. More spending on both re- 
search and development is likely. 

¢ Another revamping of the Fed- 
eral Aviation Act, but not nearly so ex- 
tensive as the one that followed the 
1956 collision. The new effort would 
be aimed at ending the division of re- 
sponsibility for air safety that exists 
between the FAA and CAB. 

At present, FAA is the air safety rule- 

maker and traffic cop for plane move- 
ments. CAB has the sole responsibility 
for investigating crashes and determin- 
ing their probable cause. At times the 
two agencies come up with conflicting 
views and recommendations. 
* Vigorous Moderization Program— 
Quesada, a former Air Force general, 
has headed FAA since its birth three 
years ago. Given unprecedented one- 
man powers by Congress, he has stepped 
on the toes of many in the aviation in- 
dustry. But he has rammed through a 
vigorous modernization program. 

At the time of the Grand Canyon 
collision, only 10,000 instrument, or 
positive control, flights a dav could be 
handled by the air traffic control sys- 
tem. Since then FAA has vastly ex 
panded the positive control system— 
that is, keeping airliners in a protective 
cocoon of space and monitoring their 
progress—so that now it can keep track 
of more than 24,000 flights a day. 

All military and civil flights operat- 
ing above 17,000 feet are under positive 
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control. High-flying jets are further pro 
tected by joint military-FAA radar sur- 
veillance that keeps all traffic above 
24,000 feet under constant radar obser- 
vation. FAA hopes soon to bring posi 
tive control down to all planes flying 
10,000 feet or higher, and eventually to 
encompass all planes, thus eliminating 
completely flying of the “see and be 
seen type. 

The agency’s program to climinate 
the collision menace and the much 
more frequent occurrence of near 
misses is proceeding in two phases. It 
is these over-all programs that would 
probably get the biggest boost from any 
new funds voted by Congress 

One research drive is aimed at provid- 
ing collision warning and collision avoid- 
ance devices in the plane itself. The 
other is aimed at providing tighter 
traffic contro] from the ground. 
¢ Devices in the Planes—The perfec 
tion of devices in the planes is the 
toughest job and the one proceeding 
more slowly. FAA would prefer a sys- 
tem that would both alert a pilot when 
he moves onto a collision course, and 
also quickly inform him of the correc- 
tive action he should take. But it would 
settle in the interim for an effective de- 
vice that would merely provide a warn- 
ing and let the pilot figure out for 
himself what should be done. 

Neither device is just over the hori- 
zon, although preliminary tests on both 
will start at FAA’s Atlantic City Re 
search Laboratory next month. 

The collision avoidance svstem to be 
tested is one developed bv Bendix 
Radio Div. of Bendix Corp. It makes 
use of instruments that “talk to each 
other.”” exchanging coded information 
on altitude and bearing, by bouncing 
signals between the planes and_ the 
ground, and computing their separation 
distances. This svstem is designed to 
function on relativelv straight flights, 
however, and not in holding patterns 
where planes are circling awaiting land- 
ing clearance as were those involved in 
the New York disaster. Sperry Gyro- 
scope Co. is working on a system that 
would function in this flight pattern. 
¢ Continuous Search—The search for 
collision warning and avoidance devices 
has brought forth some 250 serious pro 
posals since the Grand Canyon col- 
lision. Nearly every major electronics 
firm has worked on the problem at one 
time or another. But nearly all of the 
devices were dropped when problems 
involved in their development proved 
insurmountable or when they proved 
economically unfeasible. 
¢ Ground Control Systems—Because of 
the great obstacles in the development 
of airborne anti-collision equipment, 
FAA has been concentrating on im- 
proved traffic control from the ground. 
The key part of this project is a data 
processing system that will free traffic 





controllers from paper work, reducing 
routine demands on them so that they 
will have more time for decisions. 

Che processor will reduce the manual 
activities that now occupy an estimated 
S0% of the controller's time. It will 
calculate times of arrival of aircraft 
over assigned check points, probe for 
trafhe conflicts and seek possible solu- 
tions, transmit flight plans to the con- 
trol centers concerned, store pending 
flight plans for future use, and auto- 
matically keep track of each plane as 
it proceeds on its journey. 

The important feature of the data 
processor, says Lane Wolman, an en- 
gineer of Librascope Div. of General 
Precision Inc., which has been awarded 
a $4-million contract for the computer 
portion of the first installation, 1s its 
ability to detect conflicts. 

Once one is sensed, the system will 
flash a light and ring a bell, indicating 
which aircraft are in conflict. It will 
then offer the controller several alterna- 
tives to resolve the problem. Or the 
controller can key a rerouting into the 
computer, and the machine will check 
to see if this correction will bring on a 
new conflict. 
¢ Mechanization the Key—Mechaniza- 
tion of the controller’s function is an 
important key to increasing trafhe flow 
through a given air space. The only 
way to increase this—to prevent delays 
and to reduce “holding”~is to reduce 
the airspace or cocoon required for each 
aircraft. And reducing this space de- 
pends on eliminating or reducing errors 
in the location of aircraft, eliminating 
delays in processing and interpretation 
of data, and speeding up the projec- 
tion of the future positions of aircraft 

The first installation will go to the 
Boston air route trafic control center 
to be operative late in 1962. According 
to Wolman, it may take 10 years to 
modernize all 33 centers. 
¢ Other Projects—Besides the data 
processing equipment, other FAA proj- 
ects in the works include three-dimen- 
sional radar that will provide infor- 
mation not only on speed, bearing, and 
lateral separation, but—most important 
—on the missing link: altitude. With 
three-dimensional radar the New York 
crash might not have occurred. William 
L. Maxson Corp. has such radar ready 
for preliminary tests. 

Another project covers an automatic 
data communications system that will 
take altitude and identify information 
from all planes in a certain areca on 
“roll. call,” relieving the controller of 
another chore, and freeing crowded 
radio frequencies for more urgent 
messages. 

FAA is also conducting research on 
four types of all-weather landing sys- 
tems capable of automatically bringing 
a plane down safely on a runway when 
visibility is restricted. END 
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In Labor 


AFL-CIO Will Campaign for Repeal 
Of “Right to Work” Laws in Indiana, Utah 


Labor plans to press for repeal of “right to work” laws 
in Indiana and Utah in 196] as a result of its assessment 
of the November election. Indiana will be the principal 
battleground; AFL-CIO considers repeal there “possible 
but not certain.” Its hopes are about the same in Utah. 

Matthew E. Walsh, a Democrat, who won the Indiana 
governorship, campaigned with a pledge to seek elimi- 
nation of the state’s legal ban on union shop contracts. 
Indiana is the only large industrial state with a law 
against compulsory unionism. 

AFL-CIO said recently that it sees little possibility of 
(1) an amendment of the Taft-Hartley Act to forbid 
state legislation against the union shop, legal under fed- 
eral law; or (2) successful moves against the union shop 
bans in 17 other “right to work”’ states. 

Advocates of new union shop bans are active in Dela- 
ware, Vermont, and New Mexico. 


Building Trades Dept. of AFL-CIO Backs 
Union Officials Convicted of Bribery 


The AFL-CIO Building & Construction Trades Dept. 
has rallied behind Maurice A. Hutcheson, president of 
the Brotherhood of Carpenters, and William O. Blaier, 
a vice-president, both convicted in Indiana on bribery 
charges in a highway land deal. The union officials are 
appealing sentences of two to 14 years in prison. 

Ihe Building Trades Dept. executive council said it 
was “convinced” the convictions will be set aside on 
appeal; it voted to continue Hutcheson as vice-president 
of the department pending the outcome of the case. 

AFL-CIO’s Ethical Practices Committee has not 
acted; Hutcheson is also a federation vice-president. 

Hutcheson and Blaier were accused of bribing a high- 
way department official in a “quick profit” deal through 
which they cleared $81,000 in 1956. The money has been 
returned. 

> ss... 


Goodyear and United Rubber Workers Agree 
On New Production Standards in Tire Plant 


The Goodyear Tire & Rubber Co. and Akron Local 2 
ot the United Rubber Workers last week agreed on new 
production standards worked out to increase the efh- 
ciency of a 42-year-old tire plant. The company has 
promised to spend some $10-million to modernize it 

he old plant has the poorest production record of all 
Goodyear domestic tire facilities. Piecework rates and 
high production costs have been a touchy issue there 
for vears. 

l'wo months ago, Goodyear told its 1,450 plant workers 
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that it would put in the latest equipment—and rehabili- 
tate the plant—if they would pledge to operate cquip- 
ment at the same rate that it could be used elsewhere. 
Goodyear warned that, otherwise, the plant would be 
closed (BW—Nov 19°60,p67). 

A five-man union committee observed the rate of 
operation of similar equipment in a Goodyear plant 
Jackson, Mich. “Meanwhile, five new tirebuilding ma 
chines were operated on a trial basis in the old Akron 
plant, to establish “reasonable” standards The local 
membership accepted them with a readiness that sur- 
prised many in the rubber center, where production rates 
have always been a center of controversy. 

Local 2 Pres. Clarence Adkins called the agreement 
“a great step forward in keeping production and jobs in 
Akron.” The trend has been away from Akron 


Only Employer Moves Out of Town, 
Independent Union Has to Fold 


Industrial 


>> 
<> VCarTs 


Ihe independent Automotive Workers 
Union has gone out of business in Chicago after 
The union represented workers at a Diamond 'T Motor 
Truck Co. plant that recently 
operations to White Motor Co.'s Reo plant in Lansing, 
Mich. White is Diamond ‘I's parent company. . 

AWIU divided its $38,397.90 treasury among 583 
members on the basis of a $5.10 payment for each year 
of membership: the maximum was $112.20. At one time 
the union had had 2,400 members 

Ihe union had offered to take a pay cut if Diamond 
T would stay in Chicago. 


ransferred manufa turing 


Top Elective Office Is Pledged to Negro 
By President of UAW Local at Ford Plant 


The United Auto Workers is one of the 
backers of equal rights for Negroes—in the labor move- 
ment and outside it. However, UAW has an all-white 
leadership and so does its largest local, even though one 
of every four members of the latter is a Negro 

A few days ago, Pres. Carl Stellato of Ford Local 600 
and three other top officers of the local announced that 
one of them would refuse renomination next spring to 
make way for the election of one of Local 600’s 7,500 
Negro members. In the 19-year life of the local, whose 
31,000 members work at the River Rouge plant in Dear 
born, a Negro has held one of four top offices in all but 
three years 

Racial protest boiled in the local in 1958 when a Negro 
incumbent lost the recording secretary office. It sim 
mered ‘down afterward, but Local 600 Negro unionists 
helped organize the Negro American Labor Council to 


strongest 


fight Trace bias In AFI CIO BW Jun + 60,ps \ 
member of the local became an NALC vice-president 
(he pledge of an elective job for a Negro in 196] is a 
peace offering ind a bid by Stellato for more solid sup 
port if, as predicted, he decides to drop his Local 600 
presidency to run for a UAW international vic¢ 


dency in 196] 
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No Letup in Hard Bargaining 


@ Management will continue “tough and realistic” 


bargaining of past two years in negotiating 1961 contracts. 


@ There’s a chance there will be more labor strife 


next year than in ‘60; economic climate may be decisive. 


@ The most important negotiations will come in 


August and September when auto companies open talks with 


UAW; continued escalation will be an issue. 


Management firmness—the “tough 
and realistic”. bargaining of 1959 and 
1960—will continue through the new 
year. Contracts covering wages and 
working conditions of more than 5-mil- 
lion workers will be renegotiated or 
reopened. Spirited bargaining is a cer- 
tainty. More trouble than in relativel, 
peaceful 1960 is a very real possibility. 

That, in brief, is the collective bar- 
gaining outlook for 1961. A number of 
important industries face negotiating 
dates (page 74). Nobody is particularly 
pessimistic, at this time. Nobody is 
optimistic, either. The economic cli- 
mate, so uncertain now, could be the 
kev to whether the country faces labor 
strife—or labor peace. 
¢ Spotlight on Detroit—Negotiations 
in the auto industry in August and Sep- 
tember now loom as the most impor- 
tant—perhaps the most critical—of 1961. 
Contracts covering some 600,000 work- 
ers represented by the United Auto 
Workers expire in the third quarter. 

There are other important negotia- 
tions—in the trucking industry in Janu- 
ary, rubber from April through June, 
meatpacking in August, machinery in 
September, and possibly coal, subject 
to reopening at any tim, on 60 days’ 
notice. 

The industries are different, but the 
number of major contracts to be nego- 
tiated in 1961 is about the same as in 
1960: roughly, about 120 agreements 
each involving 5,000 or more workers 
and affecting a total of nearly 2-million. 
More than 60 other large agreements 
covering 1.7-million workers permit re- 
openings on wages. 

Small, often troublesome contracts 

covering less than 5,000 workers bring 
the total involved substantially above 
the 5-million mark. 
* Results in 1960—This past year, the 
over-all median raise negotiated by 
management and labor is ‘expected to 
be just over 9¢ an hour. According to 
the Bureau of National Affairs, Inc., a 
private business news-gathering service, 
the median for the first nine months 
of the year was 9.4¢ an hour (BW— 
Nov.12’60,p115). 
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Fourth-quarter increases have been 
running a bit less, about 8.7¢ an hour, 
but the figure for the year is expected 
to top 9¢—at least 4¢ higher than the 
median in 1959. 

These are the key settlements of 
1960, as reported by BNA: 

¢ Steel granted an average raise of 
9¢ an hour or more on Dec. 1, 1960, 
in bargaining carried over from last year; 
in October, 1961, raises of roughly 7¢ 
to 10¢ an hour will be due. Steel- 
workers received in-pockct gains at the 
time of settlement when employers 
assumed the full costs of insurance, but 
gave ground on cost-of-living raises. 
¢ Railroads settled with operating 
brotherhoods for wage increases total- 
ing 4%, in equal installments on July 1, 
1960, and March 1, 1961; nonoperating 
unions received 5¢ an hour last July and 
are due fringe ae worth about 5¢ 
next gprs in lieu of another raise. 
e Aircraft companies settled for 
different amounts, many about 7¢ an 
hour over a two-year period. 


THE SHAPE OF 9 


e Men’s clothing makers gave 
125,000 employees their first wage in 
crease in four years, 174¢ an hour, in 
a three-year pact with two reopenings 

e Electrical manufacturers General 
Electric Co. and Westinghouse Electric 
Corp. signed new three-vear contracts 
GE for a 3% raise in October and an- 
other 4% in April, 1962, and Westing 
house for increases of from 4¢ to 10¢ 
an hour this year and in 1962. 

e The “Big Four” rubber com 
panies settled for a 10¢ wage package 
e Deferred Raises—Deferred raises, 
those negotiated in 1959 or before, for 
some 2.6-million workers, were a strong 
factor in negotiated increases in 1960. 
Averaging just under 8¢ an hour, they 


were a minimum that unions sought to 
raise at bargaining tables. 

Statistics show they succeeded, eid 
about a penny. 

If that happens again in the year 
ahead, management faces somewhat 
higher raise figures than in 1960. 

At least 2.9-million workers are due 
deferred increases under major contracts 
that remain in effect through 1961. 
Most frequently, these increases will be 
a little higher than in 1960-they will 
average about 8.2¢ an hour. 
¢ Cof-L Clauses—The number of 
workers under c-of-] clauses that link 
wages to prices shows a significant de- 
cline for 1961. The Labor Dept. esti- 
mates that between 2.5-million and 
2.8-million workers will be under “‘esca- 
lation” in January, 1961. A year ago, 
at least 3.3-million were. 

The government figure for 1961 is 
somewhat gnisleading; it includes steel- 
workers who can receive only a limited 
c-of-] acdjustment—and that only if com- 
pany-paid insurance costs do not have 
to be offset (BW—Dec.3’60,p64). 
¢ The Auto Fight—Steel, railroad, and 
electrical manufacturing employers 
struck blows at c-of-] contracts in 1960. 
The auto industry may try to in 1961. 
Indeed, escalation could be a crucial 
issue in bargaining next fall between 
Detroit auto producers and UAW. 

UAW will not draft its demands 
officially until semetime in April. It is 
watching the industry and the economy 
closely for encouraging signs of an up- 
turn. How much it will ask for in 1961 
contracts—and how militantly it will 
back demands—will depend on business 
ind employment figures. 

However, Walter P. Reuther, presi- 
dent of the auto union, has served a 
preliminary notice that (1) UAW will 
insist on continuing its c-of-] escalator 
clause and annual improvement factor 
(deferred) raises, and (2) it will demand 
‘greater leisure’ for auto workers if 
unemployment continues high. 

Although the companies have not 


‘said so officially, at least the Ford Mo- 


tor Co. and the Chrysler Corp. are 
reported to be unhappy about c-of-] 
clauses in present contracts. All of the 
companies are determined—now—to 
hold cost lines in 1961 even more suc- 
cessfully than they did in 1958 

The c-of-] clause has added 51¢ an 
hour to UAW wages since 1948. The 
annual improvement factor clause (for 
deferred raises of 24% or 6¢ an hour, 
whichever is larger) had added another 
61¢ an hour over the same period. 

Already, there is talk in Detroit of 
“showdown” bargaining that could lead 
to a strike. Reuther talks ominously of 
a $40-million UAW war chest. 
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MANAGEMENT'S BARGAINING jp 


The auto industry will produce the biggest , 





























Contract Cost-of-Living Deferred 
Industry Employer Union Employees Expiration Adjustments Increases 
TRUCKING ....... Central States Shippers | Teamsters 165,000 1/61 - = 
JAN FURNITURE ....... Kroehler Mfg. Co. Upholsterers 3,200 1/63 (Can be reopened 1/61) 
- TELEGRAPH ...... Western Union Telegraphers 23,900 5/62 _ 5¢ 1/61 
United Aircraft 
AIRCRAFT ........ (Pratt & Whitney) Machinists 16,000 11/61 - 7¥2¢ 1/61 
Hawaiian Sugar 
tT <Ameaes ceae Plantations iLWU 14,000 1/61 -~ - 
I a Sl ee Bituminous Mines UMW (Open end: can be reopened any time) 
INSTRUMENTS .... Minn.-Honeywell Teamsters 7,000 2/61 _ - 
FEB Dric vé sess F Pittsburgh Plate Glassworkers 10,000 2/62 — Min. $2.21 an hr. 
alk Popular Priced 2/61 | 
APPAREL ..... ve Dress Mfrs. ILGWU 84,000 2/61 _ - 
RRC Ae Fur Mfrs Meat Cutters 7,500 2/61 ~~ = 
PEED ccccecs Auto Carriers Teamsters 15,000 2/61 ne es 
N. Y. Telephone 
TELEPHONE ....... (Traffic) Telephone 16,000 2/61 - - 
a Cal. Metal Trades Machinists 6,000 3/61 = he 
M A PETROLEUM ..... . Atlantic Refining Ind. 9,600 3/61 on - 
- ae . Container Mfrs. Glass Bottle 8,000 2/62 = 3% 3/61 , 
FOOD .......... : Cal. Processors Teamsters 60,000 2/62 _ 9¢ 3/61 
N. Y. Telephone 
TELEPHONE ...... ‘ (Plant Dept.) Telephone 18,500 3/61 a = 
ao eats 
eee Firestone-Goodyeor URW 41,000 4/61 = * 
APR gE Owens Illinois Glass Bottle 10,300 3/62 a 3% 4/61 
° ST Berkshire Hathaway Textile 5,300 4/62 (Can be reopened 4/61) 
BEEEEEFE ccccwce ‘: North American UAW 24,900 6/62 Quarterly 7¢ 5/61 
Peninsula 
MAY SHIPBUILDING .... Newport News Shipbuilders 12,000 5/63 _ 5¢-10¢ 5/61 
INSTRUMENTS .... Sperry Rand 1UE 9,500 5/61 Feb.-May - 
DE éndnevewe U. S. Rubber URW 25,000 5/61 - _ 
Lumberman’‘s Carpenters & 
DT sébenn ded Council Woodworkers 30,000 5/61 —_ si 
Papermakers 
ES Int. Paper & IBEW 13,000 5/61 in - ) 
Northwestern, 
TELEPHONE ....... N.J., Ohio, Others CWA 50,000 5/63 (Can be reopened 5/61) 
MACHINERY ..... Sperry Rand 1AM 5,600 6/61 ms am 
JUNE AIRCRAFT ....... Douglas 1AM-UAW 40,800 6/62 Quarterly 7¢ 6/61 
re Goodrich URW 13,500 6/61 ~ _ 
CHEMICALS ...... Am. Viscose Textile 7,500 6/62 — 5¢ 6/61 , 
Atlantic & 
MARITIME ....... Gulf Shippers NMU 37,000 6/61 _ _ 


Dota: Bureau of Labor Statistics 
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test in a fight to hold down costs 


Contract Cost-of-Living Deferred 




















Industry Employer Union Employees Expiration Adjustments Increases 
ae 
AIRCRAFT ...ceees Gen. Dynamics Machinists 21,000 6/62 Review 7/61 3¢ 7/61 
JULY RE cc cccewe Lockheed Machinists 12,000 7/62 Quarterly 3¢ 7/61 
SHIPBUILDING .... Pacific Coast Metal Trades 10,000 6/62 _ 9¢ 7/61 
SHIPBUILDING .... _—_Electric Boat Metal Trades 7,300 7/62 _ 8¢ 7/61 
TRUCKING ....... ¢ N. Y. Cartage Teamsters 15,000 7/61 - Fs 
TELEPHONE ....... Southwest. Bell CWA 38,000 7/63 (Can be reopened 7/61) 
— a AL JMNM ARS RE NP 
a ALUMINUM ...... Alcoa USW & Alum. Wkrs. 20,700 7/62 Semi-Annual Varied raises 8/61 
AUG. ALUMINUM ...... a Kaiser USW 5,000 6/62 Quarterly 7¢-13¢ 8/61 
MACHINERY ...... | General Motors 1UE 35,000 8/61 Quarterly a 
Pe Boeing Machinists 40,000 9/62 _ 4\2¢-8¢ 8/61 
SHIPBUILDING .... Beth. Steel IUMSWA 14,000 5/63 - 11¢ 8/61 
] Armour, Swift, Packinghouse 
—  iscousdaaeet & Wilson Unions 25,000 8/61 Semi-Annual =~ 
'  G.M., Chrysler 
ne PUTT E & Ford UAW 576,000 8/61 Quarterly - 
MACHINERY ...... Auto. Tool & Die UAW 6,000 9/61 Quarterly — 
SEPT int. Harvester, 
@ MACHINERY ...... Caterpillar, Deere UAW 63,000 9/61 Quarterly -~ 
— AUTOS.........00] American UAW 20,000 9/61 Quarterly on 
MARITIME ....... i Pac. Mar. Assn. Seafarers 18,000 9/61 _ - 
TELEPHONE ....... ; Southern Bell CWA 50,000 8/63 (Can be reopened 9/61) 
eam INSURANCE ...... [ Prudential Ins. Workers 17,000 9/61 _ _ 
TEEUAES cccccccce Basic Steel UsW 450,000 6/62 ~ 7¢-10¢ 10/61 
OCT American & 
@ MET. FAB.......+¢_ Continental Can USW 32,000 9/62 _ 7¢-10.8¢ 10/61 
AUTOS .........4) Budd UAW 11,000 10/61 - _ 
GERED absbeseacd Libbey-Owens-Ford Glass 8,500 10/61 os ’ ai 
AS A A 
MACHINERY ...... Allis-Chalmers UAW 9,000 11/61 - - 
_ NOV. AUTOS ...eesecee! Studebaker UAW 7,500 11/61 -_ - 
12 Non-Op. 
RAILROADS .eccce Class | Rws. Unions 557,000 Open End (Can be reopened 11/61) 
RAILROADS ...cec0 Class I Rws. Brotherhoods 213,500 Open End (Can be reopened 11/61) 
DE | | Am. Tobacco Tobacco 5,800 12/61 - ~ 
C TRANSIT .........) WN. Y.-C. Transit Transport 29,000 12/61 - - 
Data: Bureau of Labor Statistics 
960 
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In the Markets 


AT&T Plans Increase in Dividend 


And Largest Corporate Financing 


For most of the postwar decade, American Telephone 
& Telegraph Co. has been frequently criticized on Wall 
Street for (1) being slow to increase its payout to its 
“widow and orphan” shareholders, and (2) refusing to 
increase its debt. This week AT&T showed willingness 
to change by announcing plans to hike its quarterly divi- 
dend to 90¢ from its present 824¢ next July. Investors 
responded with heavy buying, which pushed AT&T 
close to its old 1929 high of 1034 on an adjusted basis. 

The prospective dividend increase will be the second 
raise for AT&T in the past two years. In 1959, the 
company split its shares 3-for-] and increased its stand- 
ard dividend by 10% to $3.30 on the new shares— 
the first increase in 35 vears. The latest action indicates 
that the company may make this a habit if earnings 
warrant it. 

However, AT&T continued to follow its conservative 
pattern in raising funds. It announced plans for the 
biggest single corporate financing of all time—a rights 
offering to shareholders, which will probably entitle 
them to one share for each 20 held. Assuming a 
price of $100 (AT&T’s price at midweek was $102.50, 
after a sharp $6 runup), this would reap $1.1-billion for 
the company’s big expansion program. 


Tax Benefits on Options to Underwriters 


Face Greater Restrictions by IRS 


Stock underwriters and, indirectly, corporations, are 
beset by a new problem: The Internal Revenue Service 
wants to tighten up loopholes on tax benefits that under 
writers may receive when they are granted options or 
warrants at low prices for underwriting new stock offer- 
ings. Money lenders, private investors, or security deal 
ers receiving such options also would be affected. 

In essence, IRS wants to treat such options as non- 
restrictive, so that recipients will be taxed on the differ- 
ence between the option’s cost and the stock’s market 
value when they buy the shares. Such profit would be 
taxed as ordinary income. At present, underwriters are 
taxed on the spread at the lower capital gains rate, and 
then only when they sell the option shares. 

Most underwriters believe that IRS is willing to strike 
a compromise. According to some, the spread between 
the option’s cost and the market value would be taxed as 
ordinary income. However, any appreciation on the 
option between its granting and its exercise and sale 
would be treated as a capital gain. 

In any case, underwriters say the new ruling means 
big changes in the industry. “For one thing, the day 
of the penny warrant is gone,” says one underwriter 

A possible effect on corporations is that underwriters 
may lose interest in underwriting the new issues of smal] 


76 The Markets 





companies, who find it necessary to use options or 
warrants to woo underwriters and private investors. Local 
development companies, which use warrants to a big 
extent, could also be affected ' 


Changes Proposed in SEC Procedures 


Include Move to Speed Issues to Market 


The lame-duck administration at the Securities & 
Exchange Commission last week proposed some signifi 
cant changes in SEC procedure 

¢ In an effort to speed up the flow of new issues to 
the capital market, SEC intends to do away with the 
requirement that underwriters file so-called “delaying 
amendments” to pending registration statements. This 
has become a problem because the SEC staff has been 
unable to keep up with the flood of new issues 

¢ Registration requirements for investment advisers, 
who up to now have been virtually unregulated, are 
being tightened substantially. Among other things, am 
conviction for securities fraud will now bar an individual 
from the investment advisory profession 

¢ The rules covering required reports on “insider” 
trading are being broadened. corporate 
“insider” rules applied to officers, directors, or holders 
of more than 10% of the outstanding stock of a Tisted 
company. But if the SEC staff has its way, this defi 
nition will be expanded to include “any group or syndi 
cate, the members of which are acting in concert” to 
buy or sell securities. This should make it more difh 
cult to maintain secrecy in accumulating large blocks of 
securities in proxy contests 


Up to now 


Market Reacts Swiftly to Collapse 
Of Transitron-Thermo King Merger Talks 


[he proposed merger between Transitron Electronics 
Corp., one of the nation’s largest producers of transis 
tors, and Thermo King Corp., a big manufacturer of 
refrigeration units for trailer trucks, broke up this week 
in a flurry of bitter recriminations 

Collapse of the merger talks—which had called for 
a share-for-share exchange between the companies— 
brought a swift reaction in both stocks. Thermo King 
dropped from over $30 to $24 before recovering; Tran- 
sitron slipped only a point to $37.75 in heavy trading. 
The Transitron price was supported by covering from 
short sellers who had sold the stock short 
taneously buving Thermo King 
profit 

Dr. David Bakalar, Transitron president, said that the 
merger fell through because of what he called the “‘recent 
decline in Thermo King’s rate of earnings.” But J. A 
Numero, Thermo King head, said that Bakalar’s state 
ment was “without merit.” “In spite of the recession,” 
he said, “our earnings for the first nin¢ 
ahead of 1959.” 

Wall Street insiders said the real reason for the 
breakup was a conflict of personalities between Bakalat 
and Numero 


while simul- 
in hopes of an arbitrage 


months were 8‘ 
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ull Shows Sign of Stirring 


THE SHAPE OF ‘eo! 

To speculators and investors Wall 
Street in 1960 was a_ boulevard of 
broken dreams. The investment com- 
munity is inherently optimistic, and 
embraced enthusiastically the concept 
of the “Soaring 60s.” But its optimism 
proved short-lived. Stock prices hit a 
new peak in early January and then 
started sliding even before the economy 
began to sputter and stall and they 
continued to drop into the fall months. 

There’s no doubt that the movement 
of stock prices proved more accurate in 
inticipating the trend of economic ac- 
tivity than all of the glowing prognosti- 
cations made bv businessmen, econo- 
mists, and stock analysts. In the last 
few years, the market has had a sur 
prisingly good record in this respect. 
moving down before the general de- 
clines in the economy, moving up be- 
fore the upsurges took hold. 
¢ Turning Point?—Now, as the chart 
shows, stock prices appear to be climb- 
ing while industrial production con 
tinues to slide. Some analysts think 
that this rise in stock prices heralds the 
start of a new bull market, the kind of 
market that had been expected in 1960 
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before disillusion set in. Others, includ- 
ing many who were most fervent about 
the prospects of a bull market early last 
year, are hopeful but cautious, largely 
because they had been so far off base. 
And only a few hardy souls, the peren- 
nial bears who are in a small but vocal 
minority in Wall Street, think that 
stock prices will hit new lows before a 
recovery sets in. 

Ihe case for a bull market is based on 
the expectation that the current down- 
turn in business will be both mild and 
temporary. The Federal Reserve’s easy 
monev policy has relaxed the severe 
credit squeeze that was prevalent in 
early 1960. Investors have funds avail- 
able for common stocks, and their con- 
fidence in common stocks, which was 
shaken but not shattered in 1960, is 
likely to strengthen with the firming 
of business. 


|. Returning Confidence 


This may be happening already. Since 
October, when the stock indexes hit 
their low for the vear, institutions and 
individual investors have stepped up 
their activity. Although tax switching is 
responsible for a good deal of the in 
crease in volume, brokers report that 
manv investors are using cash reserves to 
purchase stocks. They have been buy- 
ing, moreover, in face of rising unem- 
ployment, a continued fall in industrial 
production, and a general narrowing of 
profit margins 


The fact that buying has resumed 
while the economy is still receding is a 
definite demonstration of investor confi- 
dence. And if this assumption is cor- 
rect, then a new bull market may well 
get under way. 


ll. Changing Bull 


But it will be a bull market with a 
difference. For one thing, the end of 
the recession does not necessarily mean 
a powerful new boom. It’s much more 
probable that the upturn, when it 
comes, will be slow and spotty, espe- 
cially in respect to corporate profits. 
This suggests that there will be no run- 
away rise in stock prices in the market 
shaping up for next year... 
¢ High Bond Yields—For another, in- 
vestors can still get more income from 
bonds than from equities. During most 
of the 1950s the cult of equities was in 
full bloom because coupons on fixed 
income obligations were relatively low 
But in 1959's tight money squeeze, the 
high vields available on bonds offered 
investors an alternative, and the pros- 
pect is that institutions, at least, will 
continue to put part of their new cash 
into bonds. 

It’s also clear that investors are not 
looking on stocks as an essential hedge 
against inflation. Although some ana- 
lysts think that an inflationary price 
spiral may break out sometime in the 
future, they do not think that 196] 
will see the kind of inflation-hedge buy- 
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ing that was an integral part of the bull 
market of the 1950s. 

So if a bull market does come about, 
it will bear little resemblance to the 
breed of the last 10 vears. It is likely 
to be an extremely selective bull mar- 
ket. In every bull market, of course, 
some groups remain neglected; but this 
time it is quite probable that a com 
paratively large number of issues will 
remain in the doldrums in the next 
market rise. 


lll. New Selectivity 


The market in 1960 reflected this 
new selectivitv. Although followers of 
the Dow Theory labeled the decline a 
bear market, many stock groups resisted 
the downward trend. Most cevclical 
groups—the steels, machine tools, min- 
ing—wallowed in their own private bear- 
ish depths, but other groups—enter- 
tainment stocks, growth utilities, foods 
—put on a very strong showing, in many 
cases hitting new highs. 

This makes the market averages a 
poor indicator of the market's perform 
ance. The chances are that the Dow 
Jones industrial index will exceed its 
old high of 680 in 1960, perhaps going 
over 700; and the more comprehensive 
Standard & Poor’s 425-stock industrial 
average may go above its old high of 65 
by, sav, 10%. But although they will 
reflect the fundamental movement, thev 
will not be entirely accurate as measures 
of stock prices. 
¢ Likely Favorites—That’s because the 
new bull market is unlikely to be a 
blue chip market. Instead, investor in 


terest will concentrate on two main 
groups—the glamorous growth stécks, 


which alreadv sell at high price-earnings 
multiples, and the “‘cvclical growth” is- 
sues, whose earnings have suffered this 
vear but which should show a better 
than improvement with any 
pickup in business. 


IV. Mixed Pattern 


This year’s shakeout was hardest on 
cyclical stocks, whose profit margins 
were pinched and whose earnings per 
share were often drastically reduced. 
But it also affected a good number of 
stocks that failed to maintain their 
previous rate of growth. Some of the 
glamor issues in electronics, such as 
Ampex, Collins Radio, and Litton, were 
hard hit because of slowdowns in earn- 
ings. 
¢ Premium on Growth—In effect, in 
vestors were willing to place a premium 
on growth and to penalize the issues 
that failed to grow—or which showed an 
actual decline in earnings. This is likely 
to become even more evident over the 
next 12 months, for many true growth 
stocks—those that have continued to 
compound earnings at a rapid rate—ar¢ 


average 
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} 1 
already selling at verv high price-earn- 
ings multiples, so that investors will be 
hunting for issues whose earnings 


srowth has been 
temporarily stunted 
Wall Street, of 


fashion, which hel 


overlooked OT ynty 


a slave to 
ps to explain why so 
either 

institutions 
public follows 


course, 1s 


overvalued or 


set the 


But 


many SstOCks 
undervalued. ‘The 
stvle, and th 


usually, the institutional buver secks the 
safety of being part of a crowd, and goes 
along with what other institutions are 
doing 

This for example, the institu- 
tions discoy the stocks of publish 
ing compan which now appear in 
practicalh portfolio. The result 
is that they a1 lling at verv high price 
earnings rat ind are no longer th 


bargains they were earlier. By thé 
token, there has been massive institu- 
tional selling of chemical and steel com- 
pany stock, 


cheap side. 


Same 


which mav now be on the 


V. Growth Stocks 


I'he men who manage the nation’s 
big institutional funds sav that they are 
looking at, and buving, issues in the 
cyclical growth group, which were over- 
sold during th« this vear. They 
différentiate between the purely cvclical 
stocks, whose carnings go up in a boom 
and plunge in a decline, and those that 
growth characteristics The 
chemicals and aluminums are in this 
categorv. Their profits show shrinkage 
in the economic decline, but thev are 
constantly their 
power, so when the economy is 


climbing they are 


a 


slide 


Pp SSCSs 


idding to 
th it 


ecarning 


ible to improve th 
per share earnings : 
¢ Individual Leanings—Institutions gen- 
erally buy for the long run, and are will- 
ing to purchase a stock they think is 
undervalued and sit with it. But many 
individuals are interested mainly in 
quick profits. In 1960, they stood a good 
many losses because of the 
downturn in prices. So the 
looking for fast gains now. 
Thus, there 


general 
will be 


may be less inclination 
to follow the lead of the institutions 
next east on the part of the 
speculators and those who want to take 
advantage of capital losses. This should 
volatile market, with shifts 
from group to group. The defense stock 
group seems likely to get 


vear—at 


mean a More 


some more 


plav because of hopes of increased 
spending by the Kennedy Administra- 
tion 


Construction stocks also are being 


looked upon as potential beneficiaries of 


increased government spending. And 
monev will go into other issues that 
seem assured of a big increase in short 


term profits—the film makers and com- 
panies with new liquid diet prepara 
tions. 


Wall St. Talks... 


. . . about SEC’s future 
course, “washed 
transactions, possible 
venture, NAFI shares. 


money” 
Ling 


Watch for President-elect Kennedy’s 
choice of a new chairman for the Securi- 
ties & Exchange Commission as a clue 
to the direction of SEC action in the 
next four years. The SEC started a 
“sweeping” investigation of the mutual 
fund industry several years but 
nothing has been heard about its find- 
ings. Some SEC men think there would 
be pay dirt in an inquiry into the funds, 
ind predict the investigation would 
resume in earnest if an aggressive in- 
vestigator were appointed. 


g 
ago, 


Another fertile area for SEC inves- 
tigation may be in so-calied “washed 
money” transactions, which come to 
Wall Street through numbered _ac- 
counts in Swiss banks or through 
dummy Lichtenstein trusts. SEC men 
suspect—though they can’t prove it- 
that much of this money, origin un- 
known, comes from tax evaders and 
organized criminal syndicates in the 
U.S., and that apart from being put 
into stocks, washed money has financed 
a number of major brokerages. 


Ihe tragic Brooklyn air disaster 
(page 70) resulted in a quick run up 
in W. L. Maxson Corp. from about $7 
a share to $11. Maxson, reportedly, has 
the inside track in the development of 
three-dimensional radar, which is ex- 
pected to be installed as part of the 
over-all modernization of the nation’s 
air trafic control program. 


Biophysical Electronics, Inc., a tiny 
Philadelphia manufacturer of medical 
electronic instruments, has risen to $5 
in over-the-counter trading recently on 
reports that James J. Ling, president 
of Ling-Temco Electronics, Inc., has 
bought control. The new management, 
savs a letter circulated by a Denver 
stockbroker, plans to expand the com- 
panv’s operations. But an official in 
the Ling organization said this week 
that he “had never heard of Biophysical 
Electronics. Who the devil are they?” 


Brokers expect further price weakness 
in NAFI Corp. shares, which hit a high 
of 66% earlier this vear and are now 
selling in the low 30s. At a special 
briefing for New York security analysts, 
the company admitted Chris-Craft boat 
sales would be off 8% next year. Stock 
selling is expected as word spreads that 
the bloom :s off the boat business, at 
least temporarily. 
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oming Up With Something New 


oriented electri 


. . . that’s the problem plaguing management — in 
growth industries like electronics where survival depends on 
developing new products; in appliances and autos where 
planned obsolescence seems on the way out; and in other 


sectors as well. 


Corporation executives will be 
scratching their heads in round-the- 
clock meetings right up to the last min- 
ute of 1960, trying to hash out the 
most sensible product development 
strategy for 1961 and the next few years. 
Only one thing is certain: Almost all 
of them will end up budgeting more 
money for new product projects than 
ever before. And this will be the case 
even in industries that manufacture 
products that are in a mature stage of 
development, like textile machinery and 
washing machines. Of course, the big 
gest increases will be in the growth in 
dustries with rapidly changing techno- 
logical products, such as data processing 
equipment and electronic components 
—particularly semiconductors 

There are different sets of 
why both the growth industries and 
makers of mature products are being 
forced to spend more on product devel- 
opment. 
¢ Key to Survival—In the compressed 
time scale of the technological stimu- 
lated industries, product development is 
the key to survival. The highest returns 
come to the that are fi 


reasons 


first 
on the market with a new drug or new 
type of transistor. But the 


companics 
have to 
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keep running just to stand still, since 
competition may leap-frog them with 
still more impressive innovations 
Companies with more mature prod- 
ucts, particularly consumer hardgoods, 
face a much more serious gamble in 
product development. ! 
such products result in millions or even 
hundreds of millions of dollars worth 
of tooling alterations. And there is al 
ways the chance that the new product 
may turn out to be a dud, like the Edsel 
Product improvement rather than 
new produci development is the cours¢ 
most of the mature industries have 
taken and will take. But in order to 
loosen the purse strings of consumers 


3asic changes in 


who seem to be becoming increasingly 
tough to sell (BW—Nov.19’60,p128), 
improvements have to mean something 
more than an added chrome strip. And 
this tends to lead right back in a circle 
toward developing wholly new products 
from basic materials on up—with th 
tremendous costs of changing an estab- 
lished manufacturing industry from the 
ground up, too. 

Figures for the proportion of 
income spent on product development 
that there is a considerable dif 

between the new 


S iles 


show 


ference product 


ynics-drugs-chemicals in- 
tl production-oriented 
ippliance, and consumer 


dustries and th 
automobile, 

goods outfits. 
e Consistent 
companies tend to be 


Pattern—While many 


kittish about re- 


vealing exactly how much they are plan- 
ning to spend on research and develop- 
ment, and even few ire willing to let 


out the proportion of this total that is 
strictly devoted to new product develop- 
ment, BUSINESS WEEK reporters survey- 
ing plans for product development came 
up with figures that show a consistent 


pattern 

Most manufacturers plan to devote 
80% to 90% of R&D budgets to spe- 
cific new pt duct pro luct improve- 
ment projects—the exception is a few 
electronics outfits that may turn a big- 
ger share over to basic research. Gen- 
erally, the companies that mass produce 
relatively mature products will spend 
inywhere from 14% to slightly more 
than 3% of their sales dollars on prod- 


uct development projects. On the other 
hand, el nics companies and others 
in the technologically hyperthyroid in- 
planning to spend up to 


ty 


dustries a1 


ind in man ses, even more. 
That’s the general outlook. Here are 
the special problem me of the key 
industries will have to face. 


1. Electronics 


Developments in solid-state materials 
ind microminiatut ition are having the 
strongest ettect n the electroni in- 
dustrv’s product tiviti But even so, 
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because of the terrifically high obso- 
lescence rate of electronic products, 
manufacturers in this field have little or 
no idea just what they'll be making a 
couple of years from now. 

Even when sales drop, obsolescence 
puts so much pressure on the electronics 
people, that they have to keep plunking 
down larger and larger piles of develop- 
ment money. They must develop new 
technology and bring out wholly new 
products just to stay competitive. 
¢ Climbing Expenditures—Take, for 
example, Transitron Electronic Corp. 
of Wakefield, Mass., a fast-expanding 
company very active in semiconductor 
devices and thermoelectricity. Its new 
product development expenditures five 
years ago were well under $1-million, 
about $2-million in 1960, and will 
climb to over $3-million during this 
coming fiscal vear. Transitron attributes 
its growth to its ability to convert 
rapidly new ideas into hardware. 

Where is all this development money 
going to go? Transitron claims that it 
must cater to the increasing sophisti- 
cation of the customer as he looks for 
more reliable, faster, and smaller com- 
ponents for his circuitry. In 1961, the 
company plans to extend its regular 
lines of solid-state devices, to market 
a line of transistors that are a twentieth 
the size of ordinary ones, and to har- 
vest some products from its research 
program in thermoelectricity. 
¢ Product Improvement—Another Mas- 
sachusetts outfit, Ravtheon Co. in 
Waltham, places more weight on prod- 
uct improvement, since one of its main 
lines—receiving tubes—is in a fairly ma- 
ture state. But it will continue to seck 
wholly new products in the fast-chang- 
ing fields of radar and communications. 

Out on the West Coast, the other 
major electronics area, Litton Industries, 
Inc., of Los Angeles will be trying to 
convert basic research into new types 
of hardware for the market as fast as it 
can. On the other hand, one of Litton’s 
neighbors, Consolidated Electrodynam- 
ics Corp. subsidiary of Bell & Howell 
Co.), will stress lowering the cost and 
improving the performance of its pres- 
ent product lines in 1961—an unusual 
attitude for an electronics company. 


ll. Data Processing 


Barely a dozen years old, computers 
are hardly mature products—if anything, 
they are just approaching adolescence, 
now that their brain cells are transistors 
instead of vacuum tubes. The field is 
too new and complex to permit a clean- 
cut distinction between research and 
product development. But like the 
other growth industries, computer 
makers will set aside more and more of 
their sales dollars to develop new com- 
puter components, peripheral equip- 
ment, and entire new systems. 
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At this year’s annual meeting, Inter- 
national Business Machines Corp. told 
shareholders that it was sinking 5% of 
sales into R&D, and this was probably 
a conservative estimate. The Reming 
ton Rand Div. of Sperry Rand Corp 
says its R&D expenses climbed 50% in 
1960 over 1959, and it expects to main- 
tain this growth unless there is a bad 
economic setback 
¢ Host of New Products—Considering 
these figures, it’s not surprising that 
1960 was packed with new product an 
nouncements from data processing com- 
panies. Two really massive computers 
emerged from work done by IBM and 
Remington Rand for the Atomic En- 
ergy Commission—these were IBM’s 
Stretch and Rand’s Larc. Communica- 
tions between computers over long dis 
tances received heavy play: IBM, Radio 
Corp. of America, Collins Radio Co., 
and a host of smaller computer equip 
ment makers all announced new prod- 
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ucts in this field. Most computer manu- 
facturers were working hand-in-glove 
with American Telephone & Telegraph 
Co. 

¢ Big Potential—Yet most of the indus 
trv—including IBM, which has possibly 
three quarters of the market—feels that 
the computer market has hardly been 
scratched. Right now, a very. sinall 
number of operational computers are go- 
ing into the brand-new planning and 
control applications (BW--Nov.5’60, 
p50), where they help company man- 
agement plan and run such important 
corporate activities as manufacturing 
processes or inventory control. And it 
is these applications that the industry 
is scrutinizing when it savs the market 
has barely been touched. 

But computers doing planning and 
control on a large scale—the kind of ap- 
plication the industry is talking about 
—means integrated data processing net- 
works with communications lines hum- 
ming in all parts of a large corporation, 
from engineering through distribution 
Achieving this is going to call for a 
great deal of product development 
computers with faster internal speeds 
and bigger memories; cheaper and faster 
data communications links; families of 
compatible computers that are different 
sizes, but speak the same languages, so 
that they can feed directly into one an 
other. 

At least one and perhaps two major 
computer outfits will introduce new data 
processors that fall into a class between 


the largest commercial machines now 
available and the giant Stretch and 
Larc systems, which aren’t economically 
feasible for most of industry at present. 
These new systems will be compatible 
with smaller computers acting as satel- 
lites. 

¢ Busy Engineers—Computer compo- 
nent engineers will try to develop the 
most recent technologies into products. 
They will be working on thin film 
memories (Rand introduced the first 
one just this month); cryogenic devices 
that use conducting materials kept at 
temperatures near absolute zero for ex- 
tremely fast switching; new information 
retrieval methods; optical scanners and 
other pattern recognition devices. At 
the same time, the systems engineers 
will find more sophisticated applications 
of available hardware, especially to tie 
it in with new developments. 

A lot of the newer solid-state systems 
will go into the field in 1961. By the 
end of next year, IBM claims it will 
have installed over 1,900 models of its 
1401, a medium-size business computer, 
and over 500 models of its 1620, a sim- 
ilar size scientific computer. Of large- 
scale systems, well over 100 more IBM 
7090s and 150 IBM 7070s will go to 
work. 

Rand, which already has about 200 of 
its medium-scale solid-state Univacs in 
the field, will install between 200 and 
250 more of them next year, as well as 
two or three of its new Univac 490 
real-time computers. And it has a back- 
log of about 40 orders for the Univac 
III, which will be delivered in 1962. 


lll. Consumer Products 


With product improvement getting 
the big emphasis, manufacturers and 
their distributors are wondering about 
the advisability of continuing the annual 
o- semi-annual model changes. Manu- 
facturers are beginning to doubt 
whether face lifting will really sell any 
more. Many of them detect a growing 
annoyance on the part of the consumer 
with changes of trim that mean nothing 
in product performance or quality. 
¢ Pot of Gold—But real technologically 
sound product improvement is not 
something they can order up annually, 
and the cost of such changes is astro- 
nomical. Nevertheless, almost all manu- 
facturers realize there is a pot of gold 
waiting for the first company that 
brings out a real advance, such as an 
ultrasonic dish washer, the first solid- 
state refrigerator and air conditioner, 
or the first small, inexpensive color 
television set. 
¢ Appliances—Some of the appliance 
manufacturers in particular are behav- 
ing as though planned obsolescence has 
really gone out of fashion. Partly be- 
cause the model change concept is up 
in the air and partly because of 1960's 
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slow sales and swollen inventories, this 
hasn’t been a big product innovation 
year for appliances 

The 1961 lines of kitchen and laundry 
equipment from Westinghouse Elec 
tric Corp. and General Electric Co.’s 
major appliance divisions apparently 
aren’t much different from the 1960 
lines. And both Kelvinator Div. of 
American Motors Corp. and Maytag 
Co. are maintaining that they have quit 
the policy of annual model change al- 
together. Only three manufacturers 
brought out whole new lines—the Gib- 
son Refrigerator Co., Admiral Corp., 
and GE’s Hotpoint Div 

At least one industry expert doesn’t 
think we are going to see dramatic 
changes in 1962 lines either, though 
Westinghouse officials contradict this 
by claiming the company will intro- 
duce some really new appliances next 
year, possibly as many as 20 or 2 

But like the auto industry, the fu 
ture doings of the appliance industry 
ire always shrouded in secrecy, and it 
just isn’t clear exactly what products 
to expect from it next year. Break- 
throughs in thermoelectric and _ ultra- 
sonic appliances are probably a long way 
ff—before they reach the production 
line, the costs of ultrasonic and thermo 
electric materials will have to be cut 
way down. 
¢ Auto Industry—In the auto industry 
manufacturers are tending to op- 
more change for change’s sake and 
ire saving that planned obsolescence is 
obsolete itself. Apparently, 
the companies feel they are faced with 
cautious, qualitv-and-service 
minded consumer nowadays. 

The trend toward compressing the 
size of autos will continue next year; the 
1962 models (introduced in 1961) will 
probably all be shorter and a bit nar- 
rower. For example, Ford Motor Co. 
and possibly Chrysler Corp.’s Plymouth 
Div. will bring out “standard-size” 
models with 115-in. wheelbases, as op- 
x0sed to the 118-in. or 119-in. wheel- 
yases in their standard models this vear. 
And both Ford and General Motors 
Corp. are working on “compact-com- 
pact’”” models—cars with less than a 
100-in. wheelbase, while Studebaker- 
Packard Corp. has been developing a 
car that’s smaller than the Lark. But it’s 
impossible to say right whether 
these compact-compacts will appear at 
the end of 1961 


too, 


post 
be coming 


1 more 


now 


IV. Capital Equipment 


Industrial machinery and equipment 
manufacturers share many of the prob- 
lems of both the new product-oriented 
growth industries and those that mass 
produce consumer products 

Customers of machine tool and other 
capital equipment makers are demand 
ing—and getting—much faster, tougher 
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equipment that can keep up the faster 
pace set by industrial automation. Ma- 
chine tools, once simple mechanical 
devices, now are interlocked with mate- 
rials-handling devices plus electrical, 
hydraulic, or electronic control systems 
Such increases in complexity are oc- 
curring in all kinds of capital equip- 
ment. Each and every addition adds 
cumulatively to the cost of designing, 
debugging, and tooling up to make a 
product. Just to stay competitive in the 
capital equipment field, a 
turer has no choice but to spend money 
developing machines that can take ad- 
vantage of the modern and 
meet stiffer standards of customers in 
regard to higher speeds and greater pre- 
cision without sacrificing reliability 


manufac 


controls 


V. Basic Materials 


The continual battle for markets 
that steel and aluminum wage with 
each other and other materials has 


forced them to invest in heavy product 
development programs. One road they 
take is to work up new variations and 
allovs of the basic metal with upgraded 
qualities for particular applications. But 
even more emphasis is placed on team- 
ing up with their customers and poten 
tial to develop end 
product uses for the metals. 

Right now, the fighting is especially 
hot and heavy for footholds in the con- 
struction field, where the metals can be 
ised in frameworks, architectural panel- 
ing, roofings, and bridges; in the auto in 
custry, for making engine blocks, radi- 
ators, brake parts, bumpers and trim; 
and in the canning industry 
¢ Steel in a Bind—Steel was particularly 
hard hit by this vear’s business down 
turn. But in spite of this, it’s a safe 
bet that the-industry will spend even 
more for product development than it 
did in some of the fat vears of the 
1950s. The reason is that steel—a ma- 
ture product to say the least—is in even 
more of a competitive bind than most 
other mature products 

Steelmen are finding that less and 
less of their market is automatically pre 
sold every vear. Ten years ago, the in 
dustry could devote all its energy to ex 
pansion to meet an insatiable demand 
But now, other materials—aluminum, 
plastics, pre-stressed concrete—are grab 
bing up whole sections of steel’s tradi 
tional markets. Often, as with 
num, these materials are being marketed 
expertly at prices that have been delib 
erately slashed to encourage sales 

However, the great steel monster is 
stirring itself and responding to the 
challenge—with product development 
The steel companies are starting to look 
more closely into the end-product man 
ufacturer’s needs. They are making 
beams in lighter weights to compete 
with pre-stressed concrete, and thinner, 


customers new 


ilumi- 


] 
tinplate t ympet | tly 


lighter 
with aluminum for 


A sizeable shat f steel’ )/p- 
ment money next ir will ¢ 
proving its own product, as well as look- 
ing for new end Che steel n- 
panies will introduce more an re 
variations of the basic metal, designed 
to make it more competit They will 
try to develop stronger and ohter 
steels. They will try to increase the met 
al’s corrosion 1 tan ind to m it 
easier to weld or bolt in the field 
e Aluminum—Aluminum’s main effort 
next year—as for the past few 
will be to continue to win acceptan 
of the metal as a better substitute for 
something else, like steel or wood, in an 
end product So almost all of alumi- 
num’s product development mon 
and it too is spen ry more evi 
will go into the search for new 
uses. 

In the total pictur next vear, the 
chemical indust ) be thing 
of an anomal\ Though it has some 
characteristics f both mature id 
growth indust t al h 
special problems of its own that will 
have a strong effect on its future 
product development 
e Drugs, Foods, Cosmetics—The big- 
gest one of these is the recent govern- 
ment crackdown on food, drugs 
metics, and agricultural chemicals—the 
things that touch the skin get into 
the body (he drug manufacturers’ 


fear of Sen. Kefauver and the food and 


cosmetic people’s fear of being accused 
of poisoning the public or giving it 
cancer has thrown a large section of 
the chemical industry into confusion. 
Companies simply can’t afford to spend 
the money necessary to develop and 


bring to market a new drug, food, or 
i) = 


cosmetic product, and then take a 
chance that the government might out- 
law it 

It’s hard to say right now whether 
the industry will spend a lot of research 
and development money next year, 
looking for ways to meet government 
regulations, or whether it will lie low 
and wait to see what the new Adminis- 
tration does 
¢ Plastics—In the plastics part of the 
chemical industry, the big problem 1 
overcapacity It can no longer think 
in terms of a high-priced premium 
product for sp Itv end us Plastics 
manufacturers have got to bring prices 
down and find new outlets—ones that 
will consume big tonnage quantities—to 
survive. So thev too, like aluminum 
and steel, will 1 concentrating on 


developing new end uses, especially in 


fields like building materials, plastic 
transmission pipe, plastic bottl ind 
containers, boat hull ind aut id 
machine parts. They will stress plast 
high strength-to-weight rati ind it 
corrosion fr tan END 
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“How much is enough for advertising?” 


JouHN R. SARGENT, partner in the nationally-known “Good sales management generally knows the crucial 
management consultant firm of Cresap, McCormick sales problems faced by each one of its products. 
and Paget, points the way toward solution of one of Through good advertising advice plus experience, trial 
top management’s knottiest problems. and error, and some judicious advertising testing, sales 


management also can come to have a good under- 


standing of what advertising can and cannot do. 













“At the same time, sales management should be sure 
to take a cercful look at what each of the other sales 
producing factors are supposed to be doing. 


“If a// these elements of the sales plan are carefully eval- 
uated, and the key assumptions are checked regularly, 
youre off to a strong start in making sure that your 


‘aad 


advertising appropriations are neither so high as to be 
wasteful, nor so low as to penalize your marketing 
effort.” 


ASSOCIATION OF INDUSTRIAL ADVERTISERS 


271 madison avenue + new york 16, n. y. « telephone murray hill 5-8921 





An organization of over 4000 members engaged in the advertising and arketing of industrial products, with local chapters in ALBANY, BALTIMORE, BOSTON, BUFFALO 


CHICAGO, CLEVELAND, CotumBus, Da.tias, Denver, Detroit, Hamitton, ONT., HARTFORD, Houston, INDIANAPOLIS, Los ANGELES, MILWAUKEE, MINNEAPOI 


MOonTREAL, Qut » Newark, New York, PHILADELPHIA, PHOENIX, PITTSBURGH, PORTLAND, ROCHESTER, St. Louts, SAN FRANCISCO, TORONTO, ONT., TULSA. YOUNGSTOWN 





) INTERNATIONAL PAPER -— The Ultimate Source 


Now, a box with a built-in second color 


‘More packaging news from International Paper) 


New Goldkraft.* An amazing golden packaging 


board that saves you an entire printing process. 
International Paper has devel ped i new liner- ing papers ind bi 
board that cuts the cost of printing shipping “perimental pay 
containers by eliminati g Ol entire printing continual ce velopt 1¢ 
process 16 mills and in its 
This discovery is new Goldkraft, one of our staff of 322 packag nd research counselors 
International Papers many rugged specialty answered inquit ite of one every 7 
Gator-Hide»® kraft linerboards 
At our Mobile, Alab 


you W ith the 
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Some purely personal self-indulgence—in refurbishing your private 
office—may make good sense as a New Year’s resolution. 


The aim: not just easy comfort, but greater energy for work—and less 
ulcer-building tension in the bargain. 


Start with color. Despite popular belief about certain “best” hues for 
an Office, color is a highly individual matter. The question is, do you person- 
ally feel wholly “comfortable” with your office color scheme? 


Colors at the cool side of the spectrum (violet, blue, blue-green) are 
relaxing, restful. Colors at the warm end (yellow, orange, red) are stimu- 
lating, exciting. So, do you need to settle down a little, slow your pace? Or 
add some zest and pickup to your office life? 


Yellow, it seems, is most suitable to creative and intellectual people. 
Brown is earthy and gives off friendliness and a feeling of hospitality. Blue 
is a tranquilizer, suited to people who do precise, exacting work. 


One big point on color: Keep it simple. Use two or three “likable” 
shades in your office—a myriad clutter is unnerving, bogs concentration. 


Don’t let your lighting clash with the color scheme; the two should 
blend in tone. If you like subdued office walls in cool shades, avoid con- 
fusing the effect with warmish roseate lights. 

Fluorescent lights (cheaper to operate) tend to be sterile, colorless, and 
“flat.” Incandescents (costlier) are richer emotionally and warmer, both 
visually and thermally. Best result comes from combining the two. 


One good idea is to hook your lights to a manual, wall-mounted dimmer 
switch ($25 to $50), or to a push-button powerstat that can be operated from 
your desk and other points in the room ($150 to $200). This lets you regu- 
late light intensity—for instance, for conversing you go to dim. 

Carpeting is almost a “must” for sound control. It effectively deadens 
noise. Wall-to-wall is best—it’s easier to maintain and gives a feeling of 
greater space. Rugged good quality runs about $15 to $25 a sq. yd., or $450 
to $750 for a 15-ft. by 18-ft. office. 

You might look at the new felt wall coverings that effectively hush 
noise; in solid colors at $8 to $10 a sq. yd. One idea is to felt-cover a single 
wall that’s close to din and clatter, secretary’s typewriter, etc. Note: Quality 
acoustical materials are fine for deadening noises that bounce off the ceiling. 
But contrary to what you may have heard, merely covering a high ceiling 
will have little real effect on noise. 

Music, say psychologists, may well soothe production workers at 
routine jobs; but don’t assume the same applies to executives. Some execu- 
tives who’ve tried piped-in or hi-fi music found it hard to concentrate. 


Speaking of sound, if you do a heavy amount of telephoning, you might 
try a phone loudspeaker for relaxed listening ($40 to $50). 


Here are a few other office pointers: 
¢ For right- or left-handed ease. Having your desk set up “wrong-handed” 
can create a surprising amount of added strain and inefficiency. A right- 
handed man, for example, should have the “L” of his L-shaped desk at his 
left—his phone, lamp, penholder, likewise 
¢ For talking. To take care of visitors in your office, consider an informal 
“eonference grouping” across from your desk—a sofa, two or three com- 


fortable chairs, and a low 18-in. table for papers, books, ash trays, coffee. 5 
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You get a relaxed, friendly atmosphere; and psychologists say this can also 
be a good way to break down boss-employer strains. 


* For relaxation. The Executive Furniture Guild has researched this 
anti-ulcer, anti-coronary safeguard: To ease built-up physical and emotional 
tension, install a small “gym” in a curtained corner of your office. It takes 
only 32 sq. ft., says EFG; and all you need are two vertical floor-to-ceiling 
poles, 36 in. apart, with one horizontal crosspiece—for pulling and chinning 
exercises. Stainless steel poles, installed, cost around $100. 


* For refreshment. Small (27 x 16 x 18 in.) portable refrigerators—wood 
finished with brass trim—cost about $200. Combination refrigerator-bar 
outfits, walnut or mahogany veneered, range from $400 to $700. Coffee 
cooker-server combinations, 2-to-9-cup size, run about $30. 


Note to company presidents: For easier privacy, put a sliding door at 
your office entry, operated by button from your desk ($100 to $200, plus 
decorations). For long days, install a leather couch ($130 to $230). 


If you’re looking forward to relaxing at home New Year’s weekend, 
there’s plenty of TV entertainment in store. In fact, top televised fare is 
scheduled throughout January. 


First, a quick look at the big football games. On Dec. 31 East and 
West college stars meet in the Shriners game (NBC), and Florida U. plays 
Baylor in the Gator Bowl (CBS). New Year’s Day you can see the American 
Football League’s first championship game—Los Angeles Chargers vs 
Houston Oilers (ABC). On Jan. 2 it will be Mississippi vs. Rice in the Sugar 
Bowl (NBC), Minnesota vs. Washington in the Rose Bowl (NBC), Missouri 
vs. Navy in the Orange Bowl (CBS), and Arkansas vs. Duke in the Cotton 
Bowl (CBS). Outstanding college players from the North and South clash 
in the Senior Bowl game (NBC, Jan. 7). Eastern and Western Conference 
stars meet in the Pro Bowl game (NBC, Jan. 15). 


Current events. U.S. election procedures get a going-over in Is the 
Next Election Already Rigged? (CBS, Jan. 5). James Stewart narrates 
Tribute to a Patriot—Eisenhower, with Nehru and Macmillan among the 
participants (NBC, Jan. 10). The Red and The Black is a documentary on 
whether the U.S. is meeting the Soviet challenge in Africa (ABC, Jan. 22) 
Same evening The College Panic looks at current problems in college admis- 
sions (CBS). A new series on Presidential activities starts Jan. 31 with JFK: 
Report No. 1 (NBC). 

Drama. Omnibus spotlights the Lincoln Center for the Performing Arts 
with music, drama, and dance (NBC, Jan. 1). In the Family Classics series 
Thackeray’s Vanity Fair will be performed in two parts (CBS, Jan. 12 and 
13). Theodore Roosevelt’s early career years will be dramatized in The 
Invincible Teddy (NBC, Jan. 13). 


Music. New Year’s Day brings the world premiere of Deseret, an opera 
about Brigham Young (NBC). And There Shall Be Music features José Iturbi 
and Renata Tebaldi (NBC, Jan. 6). In the Leland Hayward production, The 
Gershwin Years, Ethel Merman and Maurice Chevalier star (CBS, Jan. 15). 


New Year’s Cheers Dept.: Try this combination that won top prize at the 
American Society of Barmasters’ annual December competition: Pour over 
crushed ice in order named, 1 oz. bourbon, 42 oz. Creme de Banana, 42 oz 
Triple Sec, 1 oz. cream; blend well and strain into a 4-07. champagne glass. 
Contents copyrighted under the general copyright on the Dec, 24, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 





Long life runs in this chain family” 


BRUTE PUNISHMENT from thousands of pulpwood logs dropped CARRIED 375,000 TONS OF STONE. Long past the life of previ- 
from railcars is shrugged off by Link-Belt combination iron and ous chain (60,000 tons), Link-Belt Class steel bushed chain and 
steel chaim conveyor. buckets elevate highly abrasive mixed stone at this quarry. 


: 








How Link-Belt designs, manufactures, and applies chain, to improve drive, conveyor and elevator performance 


What’s behind the remarkable chain performance reported by so many Link-Belt users? Unequalled metallurgical 
and design development . . . plus over 80 years of manufacturing and application experience—these are the bases 
of any recommendations from the world’s most complete line of chains and sprockets. Do you want help in selecting 
the right long-lived chain for the job? Write LINK-BELT COMPANY, Dept. BW, Prudential Plaza, Chicago 1, III. 
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“A trucking company used to haul 
our refinery products from Philadelphia 


to New York,” recounts the traffic 
manager of a major oil company. “But 


their rates kept climbing. So one day 
I told them ‘Listen boys, one more in- 
crease and vou're dead pigeons.’ 
“Well, thev raised their rates again, 
and so we bought our Own equipment 
Savings from doing our own hauling 
paid for that equipment in 26 months.” 
Ihis is by no means an isolated in- 
cident. The biggest of all do-it-vourself 
projects is working a revolution in the 


transportation industry In the new 
vear its impact will be felt as never 
before. 


Shippers in ever increasing numbers 
have been deserting public carriers and 
electing to haul their own goods in 
their own trucks to save both time and 
money Hit by mounting common 
carrier freight rates and the competi- 
tive necessity of speeding up distribu- 
tion, they have made private trucking 
the fastest segment of the 
nation’s freight 
¢ Lost Business—E.ver 


growing 
movement system 
time a compan 
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If you ain't gonna pay them new truck rates, Boss, we've gotta get more 


Tote-It-Yourself H 


achieves economies or improves Service 


to its customers bv Carrving its own 
goods, its competitors must at least 


take a long and careful look at privat 
transportation. Often entire industries 
are pushed into it this way. Thus the 
trend rolls on 

“Private trucking has been expanding 
steadily ever World War II and 
there is every it will 
continue to grow next vear,”  savs 
Vincent L. O’Donnell managing 
director of the Private Carrier Confer 
of the American Trucking Assns 

“Shippers today want low-cost trans 
portation or tailored and too 
often they get neither from regulated 
carriers,” he “With their 
trucks they gain both.” 

“We won't get back the business we 
have lost to private trucks until we can 


since 
to believe 


reason 


ence 


SCTVICC 


SaVS. own 


give a customer a_ better integrated 
transportation service at a lower cost 
than he can produce himself,” adds 


Robert D. Brooks, general solicitor fot 
the New York Central RR 

¢ Percentage Rises—l'o the ‘‘for-hire” 
ind rail lines, the growing fleets 


motor 











its Carriers 


of company-owned or leased _ trucks 
spell deepening financial woe. Statis 
tics compiled by the ‘Transportation 
Assn. of Am« 1 show wh In 194¢ 
truck and rail common carriers regu 
lated bv the Interstate Commerce 
Commission handled 80 yf the ton 
miles of freight moving between U.S 
cities Nonregulatec 1 nainh 
privat truck but als som exempt 
for-hire vehicles that haul farm pro- 
duce niv) handled 20 

By last the regulat ITTI€TS 
shat f int tv freight h lropped 
to 69 vh that of the nonregulated 
carriers ha n to 31° The regu 
ited ca uffered th ibstantial 
loss at th ne time total f ont | 
ume was in ng bv one third 

The fact that private irlage n 
tinuc to g ipprox ite] 
vear is a sour yf increasing neem 
“Commot rrier il no;ror ind 
water alik 1 ictually threatened 
with destruction unle the trend t 
ward unregulated transportation r¢ 
versed,’ 1 ICC Comn n Lau 


rence K Walrath 
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“Perhaps it is significant from om 
standpoint,” says one common carrict 
trucker wrvly, “that casket makers were 
one of the first groups to go over to 
private carriage completely.” 

e Irony—Ihe impact of private truck- 
ing on the public transportation svs- 
tem is all the more disturbing becausc 
of this ironic fact: Companies that 
have made the shift from common 
carriage almost unanimously sav that 
thev wish thev never had. “We've in- 
vested untold millions of dollars in 
private transportation,” says onc trafic 
manager. “Naturally we would have 
preferred to put that money in our pri- 
marv business, but we had no choice.” 

“If common carriers had provided 
shippers the: same transportation econo- 
mies these shippers realize from do-it 
yourself trucking, private — carriage 
wouldn't be nearly so extensive,” savs 
O'Donnell. “Its phenomenal growth 
can be justified only so long as it rep 
resents a dollars-and-cents saving.” 

Besides the outlav of monev that 1s 
required, managing a private truck fleet 
of anv size is a time-consuming job 
“Let’s face it,” savs P. H. Lewis, Gen 
eral ‘Traffic Manager of Day-Brite Light- 
ing, Inc., “it would be easier sometimes 
if you could turn vour trafic over to 
somebody else and sav, ‘All right, vou 
take the problems. Don't bother me’.” 
¢ Then Why Shift?—Why, then, have 
so many taken the plung In most 
cases, the reasons. for the shift arc 
savings in both shipping time and 
shipping costs, or—as in Davy-Brite’s 
case—to rescue an off-the-main-stream 
plant from oblivion 

Common carrier freight rates have 
been inching steadily upward in recent 
vears. The railroads put a new 1.7 
general increase into effect 
fall (B\W—Nov.5’60.p4°). 
rates on small shipments have jumped 
in virtually everv section of the countr 
in the past few wecks 

Private or leased trucks provide an 
escape from these rises because ther 
can be operated in many 
costs under common. carr 
the shipper can fill his 
return haul. Tor onc 


> 


mnlv dast 
] 


in ] tri 





ruck on the 
thing, pris itc 
shippers escape some of the cl 


larges for 
hj 
1g 


overhead costs such as maintaining 
freight terminals. 

In addition, they realize substantial 
savings from being able to schedule 
shipments to please themselves. ‘Ther 
can roll when it suits them best and 
travel the quickest, most direct routes 
lor-hirc contrast, must 
generally adhere to fixed schedules and 
routes dictated bv the 
Furthermore, thev are often limited in 
the tvpes of cargo thev may handlk 

The flexibility of a private truck op 
eration means better service to cu 
tomers or inter-compan\ plants, and at 
the same time 


carriers, bv 


government 


makes possible a 
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reduction in warehousing needs and 
inventory stockpiling. As an 
saving, in-transit handling and damages 
to shipments are drastically reduced 
Savings from the use of more efficient 
cquipment ind improved highw VS 
iccrue to the shipper instead of the 
trucking company 

¢ Response to Challenge—More and 
more common Carers are Coming to 
respond to the challenge of private 
trucking. Three of the major trends in 
transportati n todav—the snowballing 
movement among both truck and rail 
] < + ro e] » | Hy, 
tincs to merge, selective and incentive 


add d 


} 


rate cuts, and the rapid expansion of 
piggvbacking—are, in a large measur 
1 response to the mounting pressure of 
private carriage 

The regulated rail, truck, and barg 
lines have long waged bitter battles, a 
companied by thunderous propaganda 
ind expensive lobbving in Congress and 
before the ICC to undercut each other 
Vhis still ¢ n, but there is a grow 
ing realization by the common cai 
ricrs that while thev have been scrap 
ping among themselves, the — silent 
cnemv—private trucking—is about to d 
them all in 


THE SHAPE OF 9 


Private t ng is referred to as th 
lent en because it is never h 
from in th n of the great legisla 
tive rate wars the common carriers wag 
n Washin 1. Indeed, the govern 
nt agen nd trade organizations 
that cen themselves with the wel 
fare of pu transportation hav 
irativcl t] ntact with or statist 
nh privat rs because as a non 
‘oulated tivity it does not have 
port to anv government agency 
Nevertheless, the falling net 
nue f tl nmon carriers and the 
hrinking percentage of the total freight 
thev handle indicate the heavy inroads 


private trucking have made 


Walrath, the ICC commissioner wh 
has spoken t bluntly on the subject 
has gon I to warn the common 

r that they improve th 
ervices enough to lure back mu 
the freight lost to private carriers, th 
rovernment have to step in 
¢ Steps—Th common carriers ar 
making strenuous efforts to maintain 
their freight-hauling supremacy Th 


trend tow nergers is but one m 


to strengthen themselves financially and 
impro' yperating efficienc Che rail 
lines are also having success with sele« 
tive rate cutting. But the common cat 


rier truckers complain that they are the 
ones really bemg hit by this. 

Many railroads have also wanted to 
institute volume rates (special conces- 
sions in return for the shipper’s prom- 
ise to provide a certain volume of 
trafic). New York Central's Brooks 
reports that only 60 customers give 
the railroad over 50% of the total 
business it handles. “All 60 of these 
companies,” he says, “have the capital 
and the volume of shipments to get 
into private transportation—or further 
into it—if they don’t get good enough 
service at a low cnough cost from us.” 

Ihe classic argument about volume 
rates, however, is that thev give a huge 
advantage to the big shipper, - leaving 
the small businessman who can least 
afford them with higher transportation 
costs. But the answer to this is that 
if the trend to private carriage isn’t 
reversed, the little shipper will have 
to stay common carrier, paying ever 
higher rates; the big shipper will be 
doing his transportation himself. Theo- 
retically, at least, if something isn’t 
done, the little shipper loses either way. 

Also, if the trend goes unchecked, 
common carrier service will decrease 
is certain routes become uneconomic 
to operate through a lack of traffic. 
Ihe ultimate danger, according to Fred 
Muller, Jr., of the management con- 
sultant firm of Arthur D. Little, Inc., 
is that entire regions and industries 
mav be affected. 
¢ Cooperative Action—T hk 
sclective rate cuts, and piggybacking are 
it best only unilateral efforts by the 
common carriers to win back freight 
lost to private truckers; and manv ex- 
perts say these efforts aren’t enough. 
lhey doubt that the public carriers will 
succeed in making a really overwhelm- 
ng dent in private carriage until they 
take cooperative action- something they 
have shown little disposition to do so 
fat 


ao 
NCTEcTs, 


In a cooperative venture rails, trucks, 
ind barge lines would enter joint-rate 
ind through-route agreements with 
each other, enabling shippers to com- 
bine modes of transportation and to 
make the best use of the inherent ad- 
vantages of each. Most truck and barge 
lines are willing; but railroads think 
the only way to provide integrated, 
complete transportation services 1s by 
doing it under one management—pre- 
sumably that of the railroads. 
¢ Uniform Containers—In addition to 
combining modes of transportation, 
many experts feel there must be a swing 
toward containcrization. 

Walrath suggests that shippers force 
the issue. “If any large group of ship 
pers were to provide themselves with 
standardized containers to be used uni- 
formly,” he savs, “I doubt that car 
riers could long resist their demand for 
joint rates.” END 
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How Humble Plans to Organize 


@ After a year, Jersey Standard’s catch-all domestic 


subsidiary announces “master plan” of reorganization. 


@ Refining, chemical, and marine operations will be 


managed on a nationwide basis. 


@ But marketing, exploration, and production will 


be run by four regional vice-presidents. 


More 


to make a singl« 


than a vear after it was created 
package of most of 
the domestic subsidiaries of Standard 
Oil Co New Jersev), Humble Oil 
& Refining Co. last week announced 
1 master plan to organize the opera- 
tions of the largest U.S. domestic oil 
company 


The oil plan is a big toward 


| 
centralized 


step 


nationwide management 


iuithough Hlumble hasn't gone as far 
in that direction as some of its 


competitors 

Refining, chemical, and 
erations will be run by general managers 
reporting to Humble’s executive com- 


marine Op- 


mittee. Marketing, exploration, and 
production will be divided into four 
geographic regions, cach with a vice- 
president responsible for all three 


functions who also reports to the com- 
pany's executive committee., Actuallv, 
says Vice-Pres. H. W. Ferguson, “We 
don’t look on our organization plan as 
decentralized, rather 


and ‘regional inte- 


centralized and 
as ‘functional 
grated.” ”” 

¢ Coast-to-Coast—Th« 
domestic oil 


trend in the 
industry has toward 
chief 
And 
1 trend toward na- 
management of identical 
That was the goal of the 
reorganization of Standard Oil Co 
(Indiana) (BW —Jul.16°60,p97). Mobil 
Oil Co., the domestic subsidiarv formed 
bv Soconv Mobil Oil Co.. Inc., in 1959 


been 
consolidating subsidiaries whose 
claim to existence 
with this has come 
tionwide 


functions 


was historical. 


(BW—Aug.15'59,p70), grouped its prin- 
cipal functions into coast-to-coast 


yperating departments “Improved 
iccounting machin electronic com- 
puters, and high-speed aircraft, plus 
many other modern tools, have com 


bined to nationwide 


technically pos 


make a_ single 
management structur¢ 


sible,” Mobil Pres. Herbert Willetts 
said 

Humble hesitated among what Pres 

Morgan J. Davis called ‘‘a functional 
5 


regional type of organization or an in- 
tegrated regional one, or a combination 
of the two.” It finally plumped for the 
combination, because different func 


90 Vanage ment 


different 
degrees of centralization and coordina 
tion. Manufacturing, Ferguson 

is ‘‘a functional operation because what 
happens in one refinery affects all the 


tions seemed to call for 


| 
Said, 


others around the country and we 
need to know in one spot—Houston 
what’s going on at all locations. ‘The 


products of anv given refinery can flow 


into any of the regions or all fou 
After the marketer in a region gets his 


products, he’s entirely self-contained 


within his region and runs his own 
show.” 
e A Year's Job—It took Humble’s 


board, helped by various task forces, a 
vear to work out the organization. So 


far it’s still just a blueprint. “The ac 
tual reorganization is still to come,” 
savs Joseph L. Seger, Humble’s vice 


president for public affairs. It probably 
will be completed within a veat 

lhe new plan will wipe out as organi 
ational units—and in most cases even as 
nearly all the companies that 
were merged to form the present Hum- 
ble. ‘These were Carter Oil Co., Okla 
homa QOil Co., Pate Oil Co., Esso 
Standard Oil Co., Enjav Co., Inc., and 
the Humble Oil & Refining Co 

These names had been used after the 
merger to designate operating divisions 
of Humble. Now the Humble, Carter, 
Oklahoma-Pate, and Standard 
Divs. will be abolished 

Enjav will survive as Enjav Chemical 
Co., an operating division of Humbl 


hames 


| SSO 


whose primary job will be chemical 
marketing. The name Humble will be 
preserved in the corporate name and 


the name Esso in Esso Standard, East 
ern Region, one of the four geographical 
regions for marketing, exploration, 
production 
¢ Vanished Jobs—Abolished along with 
the old divisions will be the jobs of their 
officers and boards of management 
That doesn’t necessarily mean, of 
course, that all these individuals will be 
surplus 

Many of them are getting the top 
jobs in the new operating units. Wil- 
liam W. Bryan, president of the Esso 
Standard Div., will be vice-president in 


and 


charge of the Esso 


Region; J hn W 


Standard, Eastern 
Brice, president of 
Carter Div., will be vice-president for 
the Central Region; Ray H. Horton. 
president of the Humble Div., will be 


Southwest Region vice-president; Rus- 
sell H. Venn, who has been on the 
Humble Di board of management, 
will be Southeast Region vice-president; 


J. Prince Warner 


who has been manu 


facturing vice-president of Esso, will be 
vice-president in charge of the new 
Manufacturing Di ind John D 
Rogers, general manager of Fsso’s ma- 
rine division, will be general manager of 
the new Marine department 

Others will get jobs in the headquar 


Ired \ 


bee n | sso’s iSsist- 


ters organization lor example 
L. Holloway. who has 
] 


ant general manager of manufacturing, 


will be vice-president for manufactur- 
ing in the headquarters coordinating and 
planning group 

e Titles Shrink—However, there will be 
a big retrenchment in tith Right 
now Humble has seven presidents, one 
for each division and subsidiary plus 
Davis. It will end up with three: Davis, 


J. FE. Wood III of Eniay, and W. §$ 
Spangler of Humble Pipe Line C 


which will continue to operate as a 
separati ) 1f10n Th number of 
vice-presidents will be cut back, too 
Esso, for example, now has five; the new 
Eastern Region will have one 

The reorganization, Humble’s an- 
nouncement said, will not affect th 
company’s brand names, “which are de 
termined by factors other than this re- 
alignment.” The ultimate goal of the 
consolidation, along with better coordi- 


nation and elimination of duplicating 
services, was nationwide m irk ting, pre- 
sumably under a single brand name 

e Brand Survival—The survival of the 
Esso name in the Northeast Region sug 


gests that that brand will continue to be 


1] 


used domestically for some time to 
come. Esso. however, cannot be used 
in areas where marketing is done by 


other companies with Standard Oil in 


their name Courts have upheld the 
rights of such companies as Standard of 
Indiana and Standard Oil Co. (Ohio) to 
the exclusive use of Standard and its 
variations in their territories 
In Ohio, which is Sohio territ i 
few Humb] tations are marketing th 
new Enco brand under the yrporate 
name of Humble. Under the new o1 
ganization plan, Humble’s former Ohio 
Div. will become an administrative unit 
(the Ohio Area) of the Esso Standard, 
Eastern Region, but marketing in Ohio 
will be in the name of the Ohio Area of 
Humble Oil & Refining ¢ END 
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Changing 
Address? 


@ If you are planning to move, please 
be sure to let our Circulation Depart- 
ment know about it—and as far in ad- 
vance as possible. 


@ Since copies of BUSINESS WEEK are 
addressed one to two weeks in advance 
of publication date, allow one month 
for change of address to become effec- 
tive. Your prompt notification will help 
us make sure you do not miss any 
copies. 


e Be sure to give us your OLD address 
as well as your NEW address. We need 
them both to make the correction—also 
confirmation of your present company 
connection and position or title. 


e Mail in the coupon if you plan to 
move. And please fill it in as com- 
pletely as possible. 


THANK YOU! 


Fulfillment Manager 
BUSINESS WEEK 
330 West 42d St. 
New York 36, N. Y. 


Change of Address Notice 
(PLEASE PRINT) 

MNES Xd asiecd cawsenevexdunernente 
My NEW address will be 

BY occeebece ses senencceseussanedeeees 
a we giedean ives mnesethaene aeeeee 
BE dumaneso was vanes ¥0eeedaeann tare sn 
ere eee er een ee 
Se eee eee re rye 
MD CE DAMAGES. 2.0 06s cc ccccccvcccscccssene 


My OLD address was. 


Name here 
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THE TREND 





Kennedy Picks His Cabinet 


Pres.-elect John F. Kennedy last week announced 
the final selections for his Cabinet, and the country 
now has a chance to take the measure of the group 
that will assume power with him next Jan. 20. On 
the whole, the prospect is reassuring although there 
are a couple of notable exceptions. In most if not 
all cases, the President-elect obviously has tried to 
carry out his campaign promise to assemble a gen- 
uine “ministry of talent” to guide the nation. 

In any President’s Cabinet, there are likely to 
be three kinds of appointment: men who were 
chosen because they seemed peculiarly qualified for 
the job, men who owe their selection to political 
considerations, men who have close personal ties 
with the President. 

In the first category—men who seem to have been 
chosen primarily because their experience and abili- 
ties fit the particular jobs they are undertaking—we 
can place the senior Cabinet officers: Dean Rusk in 
the State Dept., C. Douglas Dillon in Treasury, and 
Robert S. McNamara in Defense. 

The choice of Rusk is a particularly happy one. 
He is a man of wide experience, with a reputation 
both in this country and abroad for intelligence and 
vision. He has no political debts to pay off and no 
previous commitments to defend. His life may be 
complicated by the fact that he will have two strong 
political figures—Chester Bowles and Adlai Steven- 
son—just below him in the State Dept. But if the 
President supports him—as he is entitled to expect 
—he should be able to give a good account of him- 
self in what is probably the world’s most heart- 
breaking appointive job. 

In moving from the State Dept. to the Treasury, 
Dillon will have the problem of realigning his think- 
ing to take account of the internal health of the 
country as well as the figure it cuts in the world. 
McNamara in Defense can expect the usual diffi- 
culties that a man encounters when he moves from 
a giant private company to the very different busi- 
ness of government. He will find among other things 
that his main task is not just to administer a huge 
organization but to keep an assortment of strong- 
minded admirals and generals from taking his 
department away from him. Nevertheless, both 
nen bring demonstrated ability and considerable 
experience to their jobs. 

Six of Kennedy’s appointments are “political,” 
in the sense that the men involved gave Kennedy 
valuable support in his campaign or represent 
groups whose backing he needs. These are Gov. 
Abraham A. Ribicoff for Health, Education & Wel- 
fare, Gov. Luther Hodges for Commerce, Rep. 
Stewart L. Udall for Interior, Arthur J. Goldberg 
for Labor, J. Edward Day for the Post Office, and 
Gov. Orville L. Freeman for Agriculture. 
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The fact that an appointment has political over- 
tones doesn’t mean that there is ' 
with it. In the present case, the seléction of Ribicoff 
for HEW clearly is political, but it is an excellent 
appointment all the same. Similarly, Hodges seems 
well qualified for the Commerce spot 

Gov. Freeman seems to have some rather alarm- 
ing ideas about the income to which farmers should 
be entitled and the prices of farm products that a 
healthy economy can sustain. It is to be hoped that 
responsibility will have a sobering effect on him 
It is also to be hoped that Goldberg, who is widely 
known as a man of great intelligence and great 
knowledge of the labor movement, will approach 
his new job as a representative of all the people 


anything wrong 


and not as a representative of organized labor or 
a particular segment of it, the role he has been 
accustomed to as counsel to the Steelworkers 

The one purely personal appointment in the Ken- 
nedy Cabinet is the selection of his brother Robert 
as Attorney General. This was not just a mistake 
It was an assertion of will on the part of the Presi- 
dent-elect in the face of the generally unfavorable 
reaction to the various trial balloons that went up 
in advance 


for the job 


Robert Kennedy may well be qualif 
But he is not the only man in the coun- 


try capable of filling it, and as long as another man 
existed, his blood relationship to the President-elect 
should have ruled him out. His ; ntment in the 
face of all the contrary advice rai the uncomfort- 
able question of whether or not John Kennedy con- 


ceives the Presidency in quite the same li 
his predecessors have. 


The Presidents Sets the Pace 

In the long run, it will be Kennedy’s conception 
of his office—and his ability to put that conception 
into practice—that decides whe r his Cabinet goes 
down in history as a group of great executives or a 


collection of nondescripts. Kennedy apparently sees 
himself as a “strong President,’ e who will keep 
close track of the operat each department 


instead of delegating He apparently 


Au 


intends to seit the stamp of his own mind on all 
major decisions 


The Cabinet he has chosen reflects this concep- 


tion of his office. It contains no towering person- 
alities such as John Foster Dulles, no “‘strong men” 
such as George M. Humphrey 

What a group of this sort becomes will be what 


the new President makes it. There is ample talent 
and ample experience in the new Cabinet to give 
the country the sort of Administration it deserves 
It will be up to Pres. Kennedy, after next January, 
to see that he makes the most of the talents 
gathered around him. 
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... yet retain all the values of functional design and unmatched quality. Choose 1000 SERIES 
desks by GF. The all-flust 


surfaces and clean, uncluttered lines of this architect-styled beauty 


are in perfect harmony with today’s smart business interiors. Like to know more about 1000 
SERIES? See your nearby GI 


branch or dealer. He has a full-color brochure for you or you 


méy obtain one by writing The General Fireproofing Company, Dept. B-46, Youngstown 1, Ohio. 


ENERAL 


’ - om | BUSINESS FURNITURE 
Whether you're planning new offices or major remod 
eling 


g, it will pay you to consult GF Business Work a IREPROOFING 
Center specialists at the time you hire your architect 





Sad series of bad breaks sent this big Midwestern fuel-oil transporter in urgent search of more 
rugged hose. For not only did the breaks and leaks frequently foul up delivery 


schedules and create a constant threat to safety, but one sudden failure caused 
$27,000 worth of damage. Then someone suggested a call to the G.T.M.— 
Goodyear Technical Man, the top hose expert. His recommendation: Flexsteel 


Hose. The result: On the same toutes where hose failures had averaged a dozen or more a year, Flexsteel 


put in two full years of safe, a@cident-free service — even then, was still going strong 


STORAGE COLLECTION 


¢ Se enlace 


GOODYEAR INDUSTRIAL PRODUC 


@)-Specified 


Flexsteel Hose for Severe Service 


A Nonporous, seamless, nonflakinc 
heat- and oil-resistont synthetic rut 
ber tube 

B Multiple braids of synthetic co 
plus high-tensile wire reinforcemen 


C Oil-, weather-, and age-resista 
cover that’s also highly abrasic 
and cut-resistant 


Lots of good things gome from FYE. 
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